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Mr. Wuirtren. The committee will come to order. 
We are glad to have with us Dr. Paarlberg, Assistant Secretary of 
Agriculture to present the Agricultural Marketing Service’s estimates. 


JUSTIFICATION OF THE EsTIMATE 


In that connection, I would like to insert pages 1 to 3 of the justifica- 
tion in the record at this point. (The material referred to is as 
follows:) ’ 

AGRICULTURAL MARKETING SERVICE 


PURPOSE STATEMENT 


The Agricultural Marketing Service was established by the Secretary of 
Agriculture on November 2, 1953, under the authority of section 161, Revised 
Statutes (5 U.S. C. 22), Reorganization Plan No. 2 of 1953, and other authorities 
The Service aids in advancing the orderly and efficient marketing and the effec- 
tive distribution of products from the Nation’s farms. The domestic marketing 
and distribution functions of the Department are centered in this Service. The 
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Administrator of the Service is also responsible for the coordination of all statis- 
tical work of the Department. 

The Agricultural Marketing Service carries on the following principal pro- 
gram: 


1. Research and agricultural estimates.—These functions include— 

(a) Marketing research directed toward the development of practical 
answers to problems encountered in moving agricultural products from the 
farm to the consumer, including expanded outlets for new and established 
products, reduced costs, improved product quality, and improved market 
equipment and facilities ; 

(b) Analyses of the economic situation and outlook for farm products, in- 
cluding factors affecting price, supply, and consumption: and statistical 
studies on farm population, costs, prices and income in their relation to agri- 
culture including causes for variations and trends; 
(c) Crop and livestock estimates including acreage, yields, production, 

stocks, values and utilization of farm crops; numbers, production, value and 
utilization of livestock and livestock products and such related data on prices 
received and paid by farmers. 


2. Marketing Services.—These activities contribute to the efficient and orderly 


marketing of agricultural commodities through— 

(a@) Market news service which provides timely and reliable market re- 
ports on all major agricultural commodities to help farmers determine when, 
where, and at what price to sell their products; 

(0) Inspection, grading and classing, and standardization services to 
develop standards of quality for agricultural commodities and to use them 
in providing an impartial inspection, classing, and grading service; 

(c) Freight rate service to assist in obtaining and maintaining equitable 
transportation rates and services on farm supplies and products. 

(d@) Regulatory activities covering administration of laws aimed at pro- 
tecting farmers and others from financial loss resulting from deceptive, care- 
less, and fraudulent marketing practices. 

3. Payments to States.—The Service administers the matched fund program 
for marketing activities carried out through cooperative arrangements by State 
departments of agriculture, bureaus of markets, and similar States agencies. 

4. School lunch program.—Federal assistance is provided to States and Terri- 
tories for use in serving nutritious midday meals to children attending schools 
of high school grades or under in order to improve the health and well-being of 
the Nation’s children, and broaden the market for agricultural food commodities. 

5. Removal of surplus agricultural commodities and marketing agreements and 
orders.—These activities directly or indirectly tend to maintain prices received 
by farmers and establish and maintain orderly marketing conditions through— 

(a) Removing from the market, surplus agricultural commodities through 
purchase and donation to eligible recipients, export and diversion payments, 
and distribution of Commodity Credit Corporation donated commodities to 
eligible outlets authorized under section 416; 

(b) Administration of marketing agreements and orders; and 

(c) Cooperation with the food trade and others to encourage greater con- 
sumption of abundant foods. 

6. Work performed for others.—The Agricultural Marketing Service also per- 
forms other services for Federal, State, and private agencies, on a reimbursable 
or advance payment basis. These include among others the special milk program, 
food planning for defense emergency conditions, and administration of section 
708 of the National Wool Act of 1954 dealing with advertising and sales promotion 
programs. 

The Agricultural Marketing Service maintains its central office in Washington, 
D. C., but a large part of the program is carried on through State offices on agri- 
cultural estimates and functional field branch offices of the several Washington 
commodity and functional divisions located in over 225 cities and towns in the 
United States, Hawaii, Puerto Rico, Cuba, and Spain (an inspection office at the 
United States Naval Base, Rota, Spain). 

On November 30, 1957 (excluding the offices of the milk marketing adminis- 
trators) there were approximately 7,498 full-time employees, distributed about 
1,900 in the District of Columbia metropolitan area and the remainder in the 
field. In addition there were about 989 part-time and intermittent employees pri- 
marily in the field. A substantial portion of Agricultural Marketing Service em- 
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ployment is financed through revenue from fees, charges, or other assessments 


and through joint financing or other arrangements with States and private 
cooperators. 


Appropri- | Budget esti- 


ated, 1958 mates, 1959 
Appropriated funds: 
Marketing research and agricultural estimates $14, 116, 700 $14, 095, 000 
Marketing services ; 15, 574, 900 21, 197, 000 
Payments to States, Territories, and possessions 1, 160, 000 1, 160, 000 
School lunch program. 100, 000, 000 100, 000, GOO 
Potal (excluding permanent appropriations) 130, 851, 600 136, 452, CO 


Mr, Paarlberg, we will be glad to have your general statement. 
Mr. Paartperc. Thank you. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, I am happy with 
this opportunity of making my initial appearance before this com- 
mittee to discuss the proposed 1959 budget of the Agricultural Market- 
ing Service. Since this is my first formal appearance in this capacity 
before your committee, I understand it is appropriate to describe 
something of my background in agriculture. 

I was born at Oak Glen, Ill., and grew up on a general farm nea 
Crown Point, Ind. While at home on the farm, I was active in soles 
extension programs, farm organizations, and ‘rural youth work. I 
attended Purdue University and was graduated in 1940 with a degree 
in agriculture and subsequently studied agricultural economics at 
Cornell University. 

Before coming to Washington, I was a member of the staff of the 
Department of Agricultural Economics at Purdue U niversity for 6 
years. In addition to teaching and research work in the general field 
of agricultural prices, I have served as economic consultant to various 
firms dealing in agricultural products and as secretary-treasurer of 
the American Farm Economie Association. 

Since January 1953, I have been connected with the United States 
Department of Agriculture as assistant to the Secretary until August 
16, 1957, when my current appointment as Assistant Secretary of 
Agriculture was approved. 

During the relatively short time that I have been responsible for 
the comprehensive area of activities covered by the programs of this 
agency, I have been deeply impressed with their importance to the 
individual farmer—to the marketing system—and to the consuming 
public. I am equally impressed with the high quality of devoted and 
competent personnel responsible for the operation of these programs 
at all levels of responsibility. 

The programs which make up the Agricultural Marketing Service 
form a family of activities which, over the years, have played an 
exceedingly important part in the development of a food distribution 
system unmatched throughout the world. Nowhere has a nation been 
provided with such a variety of foods of such generally high quality, 
as attractively prepared, as conveniently ps uckaged, and as readily 
available. And, with each passing month, innovations, new products, 
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new services, and new techniques are forthcoming—all tending to im- 
prove an already fabulous system for marketing the food from 
American farms. 

Naturally our marketing system is a very complex one requiring a 
vast variety of tools to make it work and, particularly, to keep it 
efficient. It is a system fed with the products from millions of farms. 
These products enter the system in a multitude of ways and as they 
move through the channels of trade are subject to a wide variety of 
processes before reaching the consumer. 

The programs of the Agricultural Marketing Service begin furnish- 
ing tools early in the marketing process—in fact, before “the process 
actually begins. Extensive analyses and interpretations are made of 
economic and statistical data and presented to farmers and others as 
aids to intelligent planning of their production and marketing pro- 
grams. A wide variety of reports is prepared from data collected by 
the widely known Crop Reporting Service, which serves as an agri- 
cultural “intelligence” service reflecting producers’ intentions, plant- 
ings, growth progress, harvestings, and yields. 

A nationwide market news system, Federal-State in character, 
alerts and informs producers and marketing agencies as to spot prices, 
movements, and qualities in addition to pointing out where, when, 
and what is available. Current information of this nature is basic to 
our marketing system. Standards of quality, supplemented by nation- 
wide inspection, grading, and classing services, are av ailable for all 
major commodities and most minor ones. This system provides a 
common language between producing area and the market place. The 
grading and inspection services are increasing in importance with 
each passing year, as evidenced by their growth. The Agricultural 
Marketing Service also serves producers by representing them in 
freight cases before various regulatory agencies. 

Rules of fair play in the market place are reflected in the numerous 
regulatory acts administered by the Agricultural Marketing Service. 
The Federal Seed Act, Perishable Agricultural Commodities Act, 
United States Warehouse Act, the Packers and Stockyards Act, and 
others have come to be widely recognized as essential tools in marketing 
through their aid in m: \intaining a healthy environment in the market 
place. 

Marketing agreements and orders have become widely accepted in 
the fruit and vegetable areas and in the milksheds supplying our prin- 
cipal cities. Producers and dealers alike have come to recognize their 
value to orderly marketing and as being in the public interest. As of 
January 1, 1958, 35 orders were in effect for fruits and vegetables. 
There are now in effect 68 Federal milk orders regulating milk pricing 
to producers. Over half of the fluid milk and cream consumed by our 
nonfarm population is annually purchased by handlers under terms 
of Federal orders. 





EXPANDING MARKET OUTLETS 


Programs of the Agricultural Marketing Service are having impor- 
tant impacts on expanding consumption of our farm products. The 
national school lunch program continues to grow. In the 1957-58 
school year an average of 10.5 million children are expected to partici- 
pate in the program, as compared to 9.6 million last year and 8 mil- 
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lion 6 years ago. We now estimate that funds from local sources this 
year, exclusive of Federal grants, will approximate $618 million. 
These funds are, of course, “used primarily for purchases of food. 
Within a space of 10 years an entirely new market of this scope has 
developed. In addition, there are lasting benefits to agriculture and 
the Nation in terms of healthy citizens properly trained in the value 
of good nutrition and eating habits. 

The plentiful foods program is receiving increasing attention among 
organized commodity groups, the restaurant trade, wholesalers and 
retailers, and food trade communications media. We are seeing in- 
creased effort being given to well-organized merchandising programs 
aimed at moving seasonal sur pluses through normal channels of trade. 
There is little question but that this program has substantially reduced 
the need for surplus-removal programs by the Department, thus keep- 
ing these foods flowing through normal channels. 

The distribution of surplus food commodities continues at a high 
rate. It is estimated that 2.5 billion pounds of food will be distrib- 
uted in 1958, about 800 million pounds domestically to schools, chari- 
table institutions and the needy, and 1.7 billion pounds to the needy 
in foreign lands. Greater quantities of cereal items, such as corn meal 
and flour, are being distributed in 1958 than in previous years; how- 
ever, the volume of protein-type food is less, reflecting reduced 
supplies. 

MARKETING RESEARCH AND STATISTICS 


Basic to and underlying the marketing and distribution programs 
and, in fact, underlying much of the general progress in marketing, 
are extensive research and statistical activities conducted or sponsored 
by the Agricultural Marketing Service. 

As a basic service to all agriculture, crop and livestock reports 
are of immediate value to farmers in making production and market- 
ing plans. Further, these essential statistics are widely used by indus- 
try and by Government agencies in the development and administra- 
tion of agricultural programs. The basic facts provided by the crop 
and livestock estimating service furnish the starting point for much 
of the research carried on throughout the Depar tment. 

Economic and statistical analyses are directed toward supplying 
farmers, processors, and dealers with reliable economic information 
and data on the demand-supply-price outlook. These analyses are 
vital in guiding producers and handlers toward sound production and 
marketing decisions. They provide the base for much of the economic 
information and farm outlook work carried forward by the State 
extension services, the farm press, and farm organizations. 

Through the marketing research program, we seek solutions to 
basic problems in marketing farm products. We assist in finding 
new markets and enlarging existing ones by learning the current needs 
of both industrial and household consumers. Through biology, chem- 
istry, engineering, economics, statistics, and other scientific fields, we 
search out answers on marketing costs, quality maintenance, market 
outlets, and improvements in methods, ractices and facilities. In 
cooperation with farmers, land-grant co Ties, and the agricultural 
trades, our marketing research staff i is thus constantly moving forward 
in a program that covers all steps in the marketing or handling of 
farm commodities. 
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PAYMENTS TO STATES 


Marketing Service work through joint funding relationships with 
State Departments of Agriculture is a valuable extension of the other 
programs carried on by the Agricultural Marketing Service. This 
activity, provided for in the Agricultur: al Marketing Act of 1946, 
directly aids in maintaining qu ality and reducing spoila ive, expanding 
outlets for farm products, prov iding State and local m: arketing infor- 
mation, and in getting application ‘of improved marketing practices. 
Currently, this program is being carried on in 43 States and Terri- 
tories which are conducting about 125 projects under the matched- 
fund arrangement. 


BUDGET ESTIMATES 


In developing the budget for the Department, careful attention 
and high priority were assigned to the Agricultural Marketing Serv- 
ice programs. We need to continue a strong attack on the problems 
of agricultural marketing. 

After taking into consideration other fund requirements and the 
need for economy in Government, increases under the marketing 
services are requested for administration of the mandatory Poultry 
Products Inspection Act, the Grain Standards Act and the Packers 
and Stockyards Act. Pressing responsibilities in these three areas 
necessitate our asking for addition: il funds, with the result that we 
propose an increase of $5,642,900 under the marketing services 
appropriation. 

For the research and ag pcan ul estimates appropriation, the 
requested amount is $14,095, 000, or the same as being used in the cur- 
rent fiscal year. We need to cocking to give more attention to market- 
ing research, economic and statistical analyses, and the improvement 
of our crop and livestock estimates. However, in view of the overall 
fund situation, we are asking for the same amount for these services. 
In the research field we do, of course, have flexibility for adjusting 
funds and personnel as projects are finished and every effort will be 
made during the coming year to shift emphasis toward those fields 
of work which seem most urgent. We propose to continue the cur- 
rent emphasis on the measurement of costs and margins, while we 
also hope to be able to give increased attention to basic research 
designed to assist in strengthening or improving our classing, grad- 
ing, and standardization activities. 


MANDATORY INSPECTION OF POULTRY PROVIDED BY NEW LAW 


The increase requested under the marketing services appropriation 
includes $5,390,000 for poultry inspection. The Poultry Products 
Inspection Act was enacted on August 28, 1957, to assure consumers 
protection against poultry products which are unwholesome, adulter- 
ated, or otherwise unfit for nae consumption. The act requires 
this Department to provide by January 1, 1959, compulsory inspec- 
tion at Federal expense of all poultry and poultry products moving 
in interstate or foreign commerce or in designated major consuming 


areas. This function has been assigned to the Agricultural Market- 
ing Service. 
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During the current fiscal year, with funds provided in the Sup- 
plemental Appropriation Act, 1958, plans and other operating ar- 

‘angements are going forward with the goal of providing inspection 
service under the act beginning about May 1, 1958, to plants which 
apply and qualify for such inspection. A period of transition is es- 
sential to meet the statutory deadline. The item included in the pro- 
posed budget would permit full implementation of the planned 
timetable for cov ering all eligible plants by January 1, 1959. 


STRENGTHENED ENFORCEMENT OF THE GRAIN STANDARDS ACT 


The 1959 budget includes an increase of $40,000 for work directed 
toward carrying out the provisions of Public Law 861 approved 
August 1, 1956. This amendment to the Grain Standards Act pro- 
vides authority to investigate and penalize all persons who engage 
in certain malpractices in the grain trading process. The authority 
which formerly applied to licensees now enc ompasses grain handlers 
and samplers. This legislation imposes added responsibilities on the 
Department to detect violations of the Grain Standards Act and its 
regulations by grain handlers and grain samplers, to document evi- 
denc e, and to determine appropriate action. 

The proposed increase would permit employment of a small well- 
trained enforcement staff to work closely with grain inspection super- 
visors to carry out these activities. 


MORE EFFECTIVE ADMINISTRATION OF PACKERS AND STOCKYARDS ACT 


An increase of $225,000 is requested for the Packers and Stockyards 
Act. In recent years efforts have been directed at improving the ad- 
ministration of the Packers and Stockyards Act to reduce, insofar as 
possible, inequities between livestock marketing areas. The purposes 
of this act are to aid and protect livestock producers in order that 
they may secure the full, true market value of their livestock and to 
assure accurate weights, full bond protection of sales proceeds, ade- 
quate marketing facilities and services at reasonable rates, and pro- 
tection against unfair, deceptive, discriminatory, and monopolistic 
ser eee at public markets or by meatpackers in commerce. The 
yudget includes a proposed increase to expand this effort. 

Part of the additional funds would be used for strengthening the 
supervision of packer trade practices. The balance of the increase 
would be used to further extend the program of posting and super 
vising additional eligible stockyards, including attention to trade 
practices at such markets. This would bring the total number of 
posted yards to about 75 percent of the yards currently estimated to 
be eligible for posting. The plans also provide for improving super 
vision over public livestock markets to assure producers the protec- 
tion intended by the act. 


OTHER NEEDS AND RESPONSIBILITIES 


We plan to continue the remaining activities carried on under the 
marketing services appropriation through appropriated funds at ap- 
proximately the same general level of operation existing during the 
current fiscal year. 
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Although no appropriation increases are proposed, certain of these 
marketing services are expanding and will continue to expand through 
revenue from fees and charges for services performed or through 
cooperative financing arrangements with the States. To illustrate 
this growth, under the inspection and grading program, about $15 
million were collected in 1956, w hereas in 1958 it is estimated that 
about $19.3 million will be collected from these fee services. Simi- 
larly the overall market news program is expected to show some 
growth through adjustment in financing patterns with the States and 
an increasing interest on the part of States toward expanding market 
news services at the local level. 

Similarly, some growth is expected in school lunch and special milk 
programs even though these are projected without change in level of 
Federal appropriation. The school lunch program continues to ex- 
pand in line with the policy of increased reliance on funds from 
sources within the States. The budget proposes a 2-year extension in 
the current level of authorization for the special milk program. This 
will permit program continuation and some expansion within the level 
of authorization. 

The Agricultural Marketing Service also serves as the agency of the 
Department for administration of most of the programs financed 
from section 32 funds. The amounts required for administration of 
marketing agreements and orders, the plentiful foods program and 
surplus removal operating expenses are projected at the same level 
as for the current fiscal year. It must, however, be recognized that the 
level of these costs may vary somewhat with de .partmental determina- 
tions relative to specific commodity programs and distribution activi- 
ties which must be geared to current appraisal of economic conditions. 

In conclusion, the Agricultural Marketing Service is the focal point 
in the Department of Agric ulture for carrying out important services 
covering domestic marketing and distribution of agricultural com- 
modities. Its programs are direc tly and vitally or iented toward help- 
ing to secure wider markets and more effective and efficient means of 
using our abundant farm products. The proposed budget will permit 
the continuation of these important activities during 1959. 

We very much appreciate this opportunity to discuss the proposed 
budget with you and report on the work of the Agricultural Market- 
ing Service. The Administrator and members of his staff are here 
and we will be glad to provide any additional information you may 
desire. 

Mr. Wutrren. Do you have a general statement, Mr. Wells? 

Mr. Wetts. I do not have one, Mr. Chairman. 

The statement that Mr. Paarlberg has made, plus the pages that 
you have inserted in the record I think provide an adequate outline 
of the work in the Agricultural Marketing Service. 

I would call your attention to the fact that with three exceptions, 
the request for funds this year is practically the same as last year. 
Those three are the increase of $5,390,000 for poultry inspection, of 

$295,000 for increased enforcement for the Packers and Stoc kyards 

Act, and the $40,000 increase for grain standards work. There is 
also a small item of $12,100 which is a decrease or transfer to General 
Services Administration for rent which they will take over during 
this fiscal year. 
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PRICE SPREAD BETWEEN FARMER AND CONSUMER 


Mr. Wuirtren. Before we come to these three items, there are 2 or 3 
items I would like to ask you about. 

As we pointed out last year in our reports, the reduction in price 
supports has resulted in a reduction in prices paid and, instead of 
reducing production last wear, it looks like production increased. 

Further the record of the Department, according to the understand- 
ing of this committee last year, shows that, as the price to farmers de- 
creased and as farm income dropped, the income of those between 
the farmer and consumer increased. 

In other words, the reduction in farm income was not reflected in 
reduction in cost of food to the consumer. Instead it was absorbed by 
that group between the farmer and the consumer. 

For several years we have had money set up separately for a study 
of where the consumer’s food dollar goes, and we just wondered what 
developments you have had or what further information you have. 

Mr. Wetts. Mr. Chairman, last year, we answered a somewhat simi- 
lar question. We prepared for insertion a statement in some detail 
reporting what had been done. 

We have with us Mr. DeLoach, the a immediately in charge 
of this work. If you desire we would be glad to have him come in. He 
is prepared to talk to you at some length as to the types of things we 
are doing. 

RESULTS OF PRICE SPREAD STUDIES 


Mr. Wuirren. We would be glad to have him tell us what you are 
doing. I Sonia also like to have some results, some conclusions and 
some figures. 

It has been 2 or 3 years that this separate fund has been available to 
you. We ought to be getting some answers. 

Mr. Wetts. This is, I think, the third year. 

Now I think we have the answers, Mr. Chairman, but the answers 
are a record of what is happening and why it is happening. 

Mr. Wuirren. Well, let’s get the best answers you have. 

Mr. Wetus. If you are talking about the answer to what has hap- 
pened 

Mr. Wuirren. It is quite apparent what has happened. Farm in- 
come is down. 

Mr. Wetts. Correct. 

Mr. Wuirtren. Consumer prices are the same or higher. 

Mr. We tts. That is correct. 

Mr. Wuirren. The group between the farmer and consumer is get- 
ting the amount that farm income is down. 

Now that has happened, Now we want to know why it happened 
and who got the money. 

You have had 2% years. Let’s see what you have come up with. 
Mr. Wetts. This is Mr. DeLoach, who is head of our Market Or- 
ganization and Costs Branch. I think the answer is it has gone various 
places, Mr. Chairman, and I think we know fairly well where it has 

gone. 

Mr. Wauirren. You might tell us how you spent your money and 
then we want to know what you came up with after you spent it. 
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Mr. DeLoacu. Isee. We will be glad to do that. 

I think last year we submitted to you a brief report of what we did 
in the way of work to meet the committee’s wishes in this field of 
marketing margins and costs. 

With your permission, I should like to make a brief statement. re- 
garding what we think are important pomts in this area and our 
explanation of some of the reasons why costs are what they are, 
margins are what they are, and if you see fit to permit me to introduce 
into the record the results of some of the studies that we have carried 
on that have previously been reported to you as being underway. 

Mr. Wurrren. Mr. DeLoach, that is all fine. 

I was educated in the school where a fellow gives answers first and 
then qualifies it second, instead of starting to make excuses for it in 
advance. 

So I believe it would be well for you to tell us what you have found 
as to where the increases have gone. The middlemen are getting 60 
percent of the food dollar, whereas 6 or 8 years ago they were getting 
only 50 percent. 

About 6 or 8 years ago, the farmer was getting 50 percent and now 
he is getting 40 percent. 

Now I first want to know where that extra amount is going. And 
I would like it listed. Then after you give us that information, we 
would be glad to h: ~ any explanation that you might wish, as to the 
bargaining rights of labor unions, orders of the Department, and 
other factors. 

You can give us all the information you want to but let’s have the 
facts first. 

Mr. DeLoacu. Well, it is a rather simple explanation in one 
respect, Mr. Chairman. 

Mr. Wuirren. You are talking about explanation still and I want 
some figures first. 

Mr. DeLoacn. Fifty percent or more is going to labor that is used 
in the marketing and processing of agric ultural commodities. 

Now we have had a 6 percent rise in marketing bill over the past 
year and that has been in the main a result of a reduction in the 
prices that went to farmers for their products. 

In other words, you are having marketing agencies take a greater 
share of the consumer’s dollar and that share is a result of paying 
more in the form of wages, more for materials, more in taxes, and 
more in profits than we have had before but substantially the larger 
part of it is an increase in labor costs. 


COMPARISON AND DISTRIBUTION OF “MARKET BASKET” COST 


Mr. We tts. Mr. Chairman, I can give you the specific figures. 

Mr. Wuirren. Yes, let’s get the figures first. Then we can find out 
what has happened. 

Mr. Wetts. Our statisticians have worked on the basis of a “mar- 
ket basket” which is what an average family of three purchased 
in 1947-49. 

In 1947-49 the cost at retail of the average annual purchase of this 
food market basket was $940. 

Of that $940, $466 went to the farmer. 
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Using the average purchase pattern for 1952 for an average Amer- 
ican family, the foods produced on American farms and sold at retail 
that is, this excludes coffee, bananas, and other imported foods—cost 
$940 annually in 1947-49. Of that amount $466 or just less than 
50 percent went to the farmer , and $474, or just slightly more than 
50 percent, was the margin or the cost of moving the food from the 
farm into the retail market. 

In 1957, the same food basket cost for the year as a whole was 
$1,007. Of that $1,007, $400 went to the farmer, just less than 40 
percent, and $607, or just more than 60 percent, was represented by 
marketing margins. 

Or said in other words, Mr. Chairman, since 1947-49, the farm value 
has decreased $66 and the marketing margin, which Mr. DeLoach 
has been discussing, has increased $133, or said another way, the 
marketing margin has increased twice what the farm value de- 
creased, 66 versus 133. 

Are those the kind of figures you are looking for ? 

Mr. Wuirren. That is it. 1 want the figures and then we can—— 

Mr. Paarteerc. May I also point out that in 1957 the farm value 
of the food in the market basket was greater than was the case in 
1956. That was true not only for the year as a whole but true of 
each quarter within the year 

Mr. Wuirren. It was of more value but it was worth less money ? 

Mr. Wetts. No, it brought more dollars. 

Mr. Wuirren. How isthat? 

Mr. Paariperc. It brought more dollars. 

Mr. Weis. The farmer got more dollars; yes. 

Mr. Wurrren. But you would not say his net position was im- 
‘proved. In that same year he was buying on the consumer level all 
the things he used. 

So his net was not up. With all the inflation we have had, figured in 
terms of the inflated dollars, he got less income. 

Mr. Wetts. But this is the first time since 1951 he got more dollars. 

Mr. Wutrren. How much of that was soil-bank payments ? 

Mr. Wetts. This is the value of the food. Soil bank is not included. 
In other words, the calculations are based on actual dollars and cents 
market prices. 

Mr. Wutrren. Now you are talking about the market basket. 

Mr. Wetts. Yes. This excludes soil bank, it excludes the imported 
foods. This excludes clothing, tobacco, and imported foods. This is 
domestic food. 

Mr. Wuitren. Now we are getting down to brass tacks. If he rented 
a considerable part of his land, under the theory under which the 
acreage is sponsored, he would have fewer baskets to sell, would he 
not ¢ 

Mr. Weis. Correct, which is offset by his soil-bank payment: 

Mr. Wuirren. That is right. 

So to that extent he got money from the soil bank. But he had 
fewer baskets to sell so in effect the soil bank had to take up some of 
the slack in what he would have made, is that right ? 

Mr. Paarteere. | think this is generally true. That was the reason 
ing behind the acreage reserve program. 

Mr. Wurrren. Now these dollars you are referring to, have they 
been weighted / 
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Mr. We tts. These dollars I am talking about are simply the actual 
dollars that prevailed in the market, Mr. Chairman. 

Mr. Wuirren. The actual dollars available in the market. 

Now I believe Mr. Wells testified the farmer got less for his market 
basket, yet Dr. Paarlberg wants to say that he got more dollars. 

Mr. Paarteerc. I am comparing with 1956. Mr. Wells is com- 
paring with 1947. 

Mr. Wnuirten. I see. 

Mr. We tts. This is the first year since 1951 that this has happened, 
you see. 

Mr. Wurrren. And that is the first year of the soil bank. Do you 
think the soil bank has reduced total production, or did it increase 
production last year ? 

Mr. Wetts. I should think the soil bank reduced production, Mr. 
Chairman. 

Mr. Wutrren. Well, farm production was higher than it had ever 
been before for certain crops. 

Now we get back to this market basket. Give us all the facts that you 
can in connection with that. 

Mr. Wetts. I was simply giving these overall figures because of 
your earlier statement. 

Mr. Wurrren. Now starting with that let’s go into it, Mr. DeLoach, 
just to see what you have gotten to see where that went. 


REASONS FOR INCREASE IN MARKETING SPREAD 


Mr. DeLoacu. Well, I don’t know whether the order of my state- 
ment is going to be according to your wishes or not, but what we have 
tried to do is to focus our attention on some of the reasons why this 
marketing spread is increasing and—— 

Mr. Wurrren. Of course, your record showed that the market 
prices were increasing, the farmers income was decreasing, and his 
share of the consumer dollar was decreasing. We want to know 
where the money went. That is the primary purpose of our inquiry. 

Mr. Wells has given us some figures. I am not trying to preclude 
you from offering any explanations or supporting evidence or any- 
thing else, but I do think it should follow the facts. 

Mr. DrLoacn. We will start right in on that phase of price spread 
trends and given you some conception of what has gone on. 

The total food ‘marketing bill has risen without interruption since 
1938, Mr. Chairman. The average is 6 percent higher in 1957 than 
in 1956. A small increase seems likely for 1958. Marketing costs 
accounted for 60 percent of the retail costs of food in 1957. You imight 
be interested in having this chart inserted in the record. 
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(The chart referred to follows :) 


Figure 1 
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Mr. DeLoacu. During the period 1952 to 1956 the marketing bill 
rose an average of 4 to 5 percent each year. The farmer’s share of 
this in 1957 was 40 percent. This was the first year since 1951 that 
the farmer’s share did not decline. 

Retail food prices were higher last year as a result of both an in- 
crease in marketing charges and higher farm prices. The major in- 
creases, however, came from increases in marketing charges. The 
retail store costs for a year of a market basket of farm food products 
for the average sized family went from $972 in 1956 to $1,007 in 1957, 
an increase of $ 35. Of this increase, $10 went to the farmer and $25 
went to marketing agencies. 

I should like to cite certain price spread statistics to bring out more 
completely the changes in farm-to-retail costs between 1947 and 1957. 
This table provides “the detailed information in summ: iry form and 
you might like to have it for the record. 
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Retail cost, farm value, farm-retail spread for selected commodity groups, 1947-57 


All foods Meat products Dairy product 
Year 
Reta Far I Re Farm Farn Re I I 
ost vali il cost value retalul ost \ lt et 

j ead pread 
1947 $911 $467 $444 $242. 80 $166. ¥8 $75. 82 $161. 74 $90. 59 $71.1 
1948 982 497 1X5 274. 80 184. 36 90. 44 179. 29 99. 69 79. 60 
1949 928 43 403 250. 64 161.3 89, 2S 165. SI 84.71 82.10 
1950 920 432 {RR 263. 97 172. 84 91.13 163. 67 82. 65 81.02 
1951 1, 024 197 27 298. 83 200. 59 YS. 24 183. 55 95. 62 87.93 
1952 1, 034 48. 52 IRD. O2 181.14 108. 78 191. 29 100. 93 00. 36 
1953 1, 003 14 8 262. 74 156. 47 106. 27 187. 35 92. 29 15. 06 
1954 YSb 421 565 261.14 154. 96 106. iS 181. 5Y 84. 64 96. 95 
1955 069 395 574 241. 00 129. 00 112. 00 181. 03 83. 67 97. 36 
1956 972 390 S2 233. 49 121.42 112. 07 185. 48 Sb. 66 US. 82 
L957 1, 007 100 607 259. OS 138. 35 120. 73 191. 33 88. 29 103. 04 

Poultry and egg Bakery and cereal products Fruits and vegetables 
Year Farm value 

Retail Farm Farm Retsil Farm- Retail Farm } Farm 

cost value retai cost retail cost value retail 

spread Grain Allin- | spread spread 

geredients 

1947 $113. 56 $78. 64 $34.92 | $115. 44 $27. 50 $38. 50 $76.94 | $189.89 $61. 33 $119. 47 
1948 121. 52 85.10 36. 42 125. #2 25. 25 36. 42 R89, 20 185. 52 60. 50 125. 02 
1949 115. 95 78. 34 37.61 124.8 22.14 29. GS 94. 82 187.71 60. 95 126. 76 
1950 15. 16 68. 6 36. 5 126. 92 93.(4 4°. 71 96. 21 179. 96 55. 83 124.13 
1951 119. 77 8), 98 38.79 138. 01 24. 61 34. 28 103. 73 193. 76 59. 06 134. 70 
1952 114. 11 75.63 | (38.48 | 141.17 24. 47 32.72 | 108.45 | 215.39 | 70.45 144. 85 
1953 115. 85 78. 91 36. 94 143. 45 24. 07 32. 96 119. 49 21°). 56 62. 39 148. 17 
1954 LOO. 58 63.15 37. 43 147.09 24. 44 33. 79 113. 39 209. 59 61.55 148, 04 
1955 104. 11 68. 29 35, 82 148. 99 24.07 31. 97 117. 02 210. 07 61.69 148. 38 
1956 97. 66 61. 49 $6. 26 150. 75 23. 53 31. 89 118. 95 219. 8) 66.72 153. 08 
1957 * 98. 55 57. 60 35. 95 156. 67 24. 00 32. 20 124. 47 218. 88 62. 34 156. 54 


Mr. DeLoacu. Despite the increase in recent months, retail prices 
of farm products are well below the peak reached in.1952. This is in 
marked contrast to the substantial rise in most cost-of-living items 
since 1952. 

Lower prices at the farm level have more than offset the steady in- 
creases in the spread between farm and retail prices of food products. 


EFFECT OF AWAY-FROM-HOME EATING ON TOTAL FOOD BILL 


Consumers are spending more money for food purchased in restaur- 
ants and other away-from-home eating places and this, by the way, 
is one of the reasons why you are having this additional increase in 
the spread between the farm and the consumer. 

The foods that are purchased in this manner now account for ap- 
proximately one-fourth of the total dollar outlays for food consumed 
by civilians. Because of the heavy service charges, this type of ex- 
penditure is having an increasing effect on the total food bill. Fur- 
thermore, it is causing some very basic adjustments in food handling 
practices, in market channels, in order to meet the requirements of 
such establishments with respect to kinds, qualities, and the prepara- 
tion of food purchased. 

The impact on marketing costs is very great. 
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Mr. Wuirren. Could I interrupt you there. And I do it to clarify 
this matter. 

Have you taken it that this committee would be interested in trying 
to determine what the facts were in connection with food served in 
restaurants? Or did you understand that we were talking about the 
prices of food as it left the retail store. 

I cannot conceive of this committee providing that money so as to 
let you get into what the consumer might pay at the Waldorf Astoria 
in the swankiest room they have where they have dancing and all the 
rest of the entertainment that goes along with it. I gather that you 
are intimating here that a part of this picture that you have given us 
has to do with the retail price of completely cooked and serviced 
meals in restaurants. I cannot believe that you could have ever 
thought we would have that in mind. 

Mr. We.ts. Mr. Chairman, I do not think that you completely 
understand one another. 

To the extent that we check our figures against the United States 
Department of Commerce estimated expenditures for food, it is neces- 
sary that we have some idea as to how much goes into restaurants 
versus how much is sold over the retail counter. 

None of our costs and margins money goes into the study of restau- 
rant foods as such. The Department of Commerce estimates consumer 
expenditures for food, including consumer expenditures in restaurants. 
Most of our research has to do with the cost of food in retail stores as 
the housewife buys it. 

It is necessary, I think, that we have some idea of what is going into 
cafeterias and restaurants. We are not interested in the kind of 
restaurant as the Waldorf Astoria. 

Mr. Wuirren. I am very much disturbed about this and I will 
say it frankly—if he is using restaurant prices in this picture 

Mr. We ts. He is only using this to the extent that we have to rec- 
oncile our estimates with the Department of Commerce food ex ‘(pendi- 
ture estimates, 

I do not think, Mr. DeLoach, you have any study which deals di 
rectly with restaurants as such. 

Mr. DeLoacn. No; we do not. 

Mr. Wuirren. I am not adverse to that study being made, but I 
cannot conceive that it is being made at the direction of the committee. 

Mr. Wetts. No. 

Mr. Wutrrex. You might proceed. 

Mr. Wetis. When we estimate the total food marketing bill, if we 
go back to the charts which I have presented to you people earlier 
I presented 2 different charts, 1 which shows the increase if you look 
only at the retail price, and 1 the increase in Department of Commerce 
figures which gives what happens if you look at expenses in restaurants 
and cafeterias as well as in the retail market. 

Mr. Wuirren. Mr. Wells, since I have been on this committee 
everybody has shied off finding out where this consumer dollar goes 
that the farmer is no longer getting. That has been true all along. It 
has been extremely difficult to get anybody to give this any thought, 
because they did not want to tell the answers when they got them. 

I put you in a little better category than that. But this presenta- 
tion by Mr. DeLoach looks as if a lot of attention has been given 

21494—58—pt. 3 —2 
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to providing the ifs, ands and whys, and providing the defensive 
type of thing. I say that very frankly. We would just as soon get 
rid of this section if it is not going to come up with better answers. 
Mr. Wetts. We have the answers, sir. 
Mr. Wuirren. Let’s proceed. 


SPECIFIC FACTORS IN THE WIDENING FARM-TO-RETAIL SPREADS 


Mr. DeLoacu. We have continuing increases in the cost of perform- 
ing marketing operations that are the causes of widening farm-to- 
retail spreads. We have increased wages, taxes, utilities and supply 
costs. 

In fact, the cost of almost everything bought by marketing agen- 
cies has shown large increases in recent years. Increases in produc- 
tivity of most of our marketing operations have kept actual cost rises 
in many cases to relatively modest amounts. For example, average 
houxky earnings of employees of firms marketing food products have 
risen 25 percent in the last five years. But because of increased out- 
put per man-hour, labor costs per unit have increased by only 6 per- 
cent in the same period. 

This increase in labor productivity reflects the effects of substantial 
capital investments that have been made by food marketing firms since 
the end of World War II. A part of the savings in labor costs likely 
has been offset by increases in capital costs. Interest rates have also 
risen. Larger capital investments have added to the depreciation 
charges. 

Also, rapid advances in technology have taken place and, Mr. 
Chairman and gentlemen, this has increased the cost rate of obsoles- 
cence by a tremendous amount. Whether it is good, bad, or indifferent 
is something else. 

The costs making up the farm-to-retail spread always have been 
relatively inflexible in relation to farm and retail prices, particualrly 
when prices start down. In recent years, however, this inflexibility 
has tended to increase. More and more wages are established by con- 
tracts and are not subject to change until renegotiation. Wage rates 
in the food marketing industry generally have followed the overall 

wage trend. 4 age rates have increased steadily since the end of 
World War II, including the recessions of 1948-49, and 1953-54. 
Freight rates and most utility rates which are controlled by Govern- 
ment agencies have also gone up rapidly. Taxes, which are as much 
a part of the marketing bill as anything else, have increased rapidly. 
Upward pressure is being put on Government expenditures at Fed- 
eral, State and local levels. It makes it appear that there is no likely 
reduction of the tax rates. Profits have kept pace with prices and 
costs and in some instances have exceeded them. 

The widespread use of the labor contract and leasing arrangements 
for space and facilities, along with higher overhead charges for man- 
agement have introduced many rigidities into food distribution and 
processing cost. The result is that any reduction in consumer prices 
has tended to be passed on to farmers, rather than being divided 
between the farmer and the marketing agencies. 

In other words, we are developing | these rigidities as a result of the 
contract system that is present in the labor field. They are intro- 
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ducing fixities into the cost structure that cause price decreases to be 
passed back to the farmer rather than being absorbed by processors 
and distributors. 

Under present conditions, the only feasible course is to use research 
as a means of finding a way to minimize or to reduce the cost of 
performing these marketing functions. This might encourage the 
farmers and marketing agencies to share any cost or price changes a 
little better than they have in the past. 

The changing pricing policies of food processors and distributors 
which have enabled them to adjust their marketing margins upward 
are indicative of some of the inflation pressures that are operating in 
our economy outside of agriculture. 


LABOR AND WAGES 


The cycle of wage increases in food processing and distributing 
trades, higher material and transportation costs, taxes and profits 
and the development of additional special services for consumers con- 
tinue as important factors in the rise of the food marketing bill. 

Total labor costs for marketing food products have continued up- 
ward each year since 1940. This increase reflects expansion in, (1) 
the quantity of products marketed, (2) addition of marketing services 
per unit or product, and (3) the general rise in wages and nonwage 
payroll costs which has occurred throughout the economy during this 
period. 

While there has been a decline in workers in the actual processing 
of agricultural products, there has been a sharp rise in clerical, ad- 
ministrative, and professional employees. ‘Therefore, the trend in the 
total number of persons in marketing food products has continued 
upward since 1940. 

The number of persons engaged in marketing is estimated on a full- 
time equivalent basis as 5.3 million in 1957, compared to 4.7 million in 
1947-49. The cost of labor was estimated to be $18.7 billion in 1957, 
compared with an average of $11.7 billion in 1947-49, or an increase 
of $7 billion, or about sixty percent. 

The rise in labor cost has been effected most by increases in wage 
rates and on other payroll costs which have been a part of the general 
rise in costs and prices throughout the economy since World War II. 

Average hourly earnings of employees of farm food marketing firms 
were $1.90 in 1957, compared to $1.21 for the same workers in the 
period 1947-49. Nevertheless, since 1947-49 unit labor costs have in- 
creased only half as much as the average hourly earnings owing to 
increased productivity. 

Fringe benefits which became important during World War II 
have increased in amount and have spread to an increasing number of 
firms. Supplements to wages and salaries which include employee 
payments for social security, including unemployment insurance, com- 
pensation for injuries, and contributions to private pension and wel- 
fare funds amount to 7 percent of wages and salaries. 

Additional benefits to employees in the form of paid vacations, paid 
holidays and other time off with pay, bonuses and profit-sharing plans 
bring the total of fringe benefits, including supplements to wages and 
salaries, to as much as 20 percent of the payroll for some firms. 
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In addition, there has been a tendency over the long period for 
weekly hours to be reduced without a reduction in the weekly wages. 


CAPITAL INVESTMENTS 


Capital investments are also rather important. The modernization 
and expansion of the food processing and distributing industry has pro- 
ceeded rapidly since World War II. Although no adequ: ite Rarien are 
available on the capital investment rate for retail and wholesale dis- 
tribution, this phase of the food industry has required heavy invest- 
ments for modernization and expansion. 

Preliminary studies show that investments in food processing facili- 
ties and equipment reached $828 million in 1957 compared to $853 
million in 1951. It is significant the food industry generally is able 
to finance much of its expansion program without going into open 
market for money. ‘That indicates a pretty good return on the invest- 
ment. 

In cases where food concerns have depended on open market financ- 
ing or on rentals of facilities for business purposes, the upward trends 
of interest rates and rents have contributed heavily to increased costs 
of operations. 

MATERIALS AND TRANSPORTATION COSTS 


Materials and transportation costs also have risen rapidly since 1945. 
In fact, during the past 12 years, we have had, I think, 13 freight- 
rate increases that have m: aterially affected the cost of moving farm 

products. 
TAXES 


Taxes are a very important part of the cost of marketing farm 
food, as well as other commodities. Total business, excise, corporate, 
and personal income taxes were the main sources of about $105 bil- 
lion collected by Federal, State, and local governments in 1956. The 
rise of the total tax bill from $14.1 billion in 1939 to $51.9 billion in 
1945 and $105 billion in 1956 indicates that taxes have kept pace with, 
if not exceeded, other cost items in the marketing bill. 

It is estimated that more than 20 percent of the total cost of produc- 
ing processing and marketing food result from taxes. 


PROFITS 


Profits of 59 leading food companies have risen gradually since 
1945. They reached a peak of $969 million in 1956, which was more 
than double the 1945 level, both before and after income taxes. 
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(This is illustrated on the following table :) 


TABLE 2.—Net profits before taxes as percentage of sales and total profits and taxes, 
leading food companies, 1945-56 


Profits as percentage of sales | Totals for 59 companies 
Year 46 food proc-| 5 wholesale | 8 retail food 
essing com- | food distrib- | chains Profits | Taxes Profits after 
panies utors | taxes 
Percent Percent } Percent | Millions Millions Millions 
1945_. 4.7 3.6 2.3 | $466 $267 $199 
1946... 5.8 4.4 2.9 651 275 376 
1947_.. 4.3 3.0 2. 5 | 687 282 405 
1948 3.6 2.8 2.2 619 247 372 
1949 3.5 2.4 2.3 585 233 352 
1950 4.6 2.1 2.4 748 342 406 
1951... 3.6 2.1 | 1.8 659 346 313 
1952 3.4 1.6 19 671 361 310 
1953... 4.0 2.0 2. 1 797 128 369 
1954 3.8 1.9 2.0 781 402 379 
1955... 4.3 1.7 2.0 806 449 447 
195¢t 4.3 1.Y 2.3 969 179 490 


Source: Compiled from financial statements reported in Moody’s Industrials. 


Mr. DeLoacu. The slight downward trend of profits per sales dol- 
lar between 1946 and 1956 reflects in part the added efficiencies re- 
sulting from volume distribution of food as well as the technological 
changes in the processing and distributing system. It is significant 
that the rise in total profits of leading food companies also follows 
rather closely the change in the general price level. Again, this is an 
illustration of the decline of the purchasing power of the dollar inso- 
far as it relates to the rates paid for investment and operating capital. 


FOOD ITEMS BEAR INCREASED HANDLING COSTS 


We are finding that various programs to stabilize employment and 
income through contractual arrangements, social security, and fringe 
benefits have made more rigid the “labor-cost factor in this m: arketing 
bill. Likewise, the increased capital requirements in the food proc- 
essing and distribution industry have resulted in a heavier total cost 
for capital than ever before. In order to meet these higher labor 
and capital costs, managers are tending to load fixed dollar and cent 
handling charges on food items regardless of the upward or down- 
ward change in prices paid to farmers for their products. 

May I repeat that, please ¢ 

In order to meet the higher labor and capital costs, managers are 
tending to load fixed gon ar and cents handling charges on food items 
regardless of upward or downward changes in the prices paid to 
farmers for their ceaaiieae 

Now, I would like to say something with respect to ways to—— 

Mr. Anpersen. Mr. Chairman, may I ask a question there? 

Mr. Wuirren. Yes. 


LEGISLATION TO REQUIRE FAIR PRICE FOR RAW PRODUCT 


Mr. Anversen. Dr. DeLoach, we have the Davis-Bacon Act which 
provides that when the Government signs a contract with a man 
to perform a contractual service for the Government, that contractor 
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agrees that he must pay prevailing rates for wages in that particular 
locality on all Government work. That is part and parcel of practi- 
cally every Government contract. 

Now why couldn’t we extend that same principle to any purchases 
made by the Government whatsoever in the line of food. Why 
couldn’t we say that the Government must require that whoever enters 
into contract, for instance, to furnish the food, must sign a statement 
or show evidence to the effect that that contractor, whoever it might 
be, paid the producer of the raw material a fair price for the original 
raw product. 

Now what is wrong, Mr. Chairman, with just such a premise? Why 
shouldn’t it apply to raw material as well as to products of labor? 

Mr. Wuirren. Mr. Andersen, if I might interject here. 

Mr. AnversENn. I would be glad to have you, Mr. Chairman. 

Mr. Wurrren. That is in line with the bill that I have introduced 
on cotton. But I do believe your question will probably be directed 
to Dr. Paarlberg rather than to Mr. DeLoach. 

Mr. ANnpERSEN. Well, I would be glad to ask Dr. Paarlberg about 
that. 

Mr. Wurirten. Mr. DeLoach is doing the research work. I think the 
policy question would probably properly be directed to Mr. Paarlberg. 

Mr. Anpersen. Have you got any comments about that? 

Mr. Paartpere. Yes; we have done a lot of thinking about that over 
the years. There are a number of reasons why we have not thus far 
reported favorably on bills of that kind. 

I think the most important is that in order to accomplish the purpose 
that you outline, it would be necessary to regulate to a very high de- 
gree the marketing of agricultural products. 


REGULATING PRICES OF FARM PRODUCTS 


For example, if we are going to buy beef under section 32 in order 
to improve the circumstances of our beef producers if they should 
be in a bad way, if it should be required that we pay appropriate prices 
or fair prices or parity prices or some specially designated prices for 
beef, we then would have to take your beef market goods and divide 
them up by grade and class and age and section and degree of finish 
and all the other complexities that are encountered in the marketing 
of beef and establish differentials for all these different grades and 
classes so that we would be assured under the law that the people who 
market these products would receive the fair price. 

Mr. Anversen. Let me interrupt and then you continue, please, 
because I do not want to draw this discussion out. I think it is basie— 
somewhat along the line of this basic research we are talking about. 

In the first place, all of these market classifications are already made, 
are they not? We know what a certain grade of grain or beef or corn 
on the terminal market today is. That is already figured out. That is 
a matter of course and has been ever since I farmed 30 years back. 

Mr. Paartperc. But the price differentials as between them are not 
constant. These change. 

Mr. Anpversen. In the second place, you do not go into a labor 
market like back in Twin Cities, and you do not classify the different 
elements of labor looking for a job. A contractor gets in there and 
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he has got to pay a certain class of labor a certain price. And a man 
comes there who is capable of performing a certain job, a machinist 
or what have you, he gets a certain amount per hour. He is protected 
by the highest protective authority in the United States, and that is 
the United States Government itself. 

I never could understand in all of my years in Congress and before 
why there isn’t some way that we can provide that it is against the law, 
that it would be illegal to sell commodities of a certain grade in 
terminal markets at less than a certain figure and thus do away 
entirely with all of our squabbles about price support programs. 

Why can’t we say that hogs shall bring $24 a hundred in Chicago; 
if a packer wants to buy them, he has got to pay that price or he is 
subject to prosecution. 

Why can’t we say that prime beef cattle are worth $30 from now 
on, a bushel of corn is worth $1.50 in Chicago, and so forth. Basically, 
what is wr ong with my line of reasoning ? 


PRODUCTION CONTROLS 


Mr. Paarteerc. I think we could do that, Mr. Andersen, if we 
would also develop the controls over production that would be needed. 

Now $24 for hogs is an incentive price. It would result in the 
production of tremendous quantities of pork and I should think that 
a price of that kind would stimulate the production of pork that 
would 

Mr. Anpersen. You understand I mention the word $24 just as my 
idea of a fair price under present conditions as to what a farmer 
must pay. 

Why I bought a three-plow John Deere tractor in 1946, paid $1,946 
for that John Deere tractor plus a three-bottom plow. That would 
cost me $4,000 today if I had the money to buy it. That is what we 
are up against. If that tractor manufacturer can tell me and my 
partner as a farmer what we must pay for that particular machine or 
otherwise we go without, why I think there is something wrong with 
our basic economy and I think a lot of smart gentlemen like you and 
Mr. Wells could go a long way toward giving us the answers. 

T have a lot of respect for these gentlemen. 

Mr. Paarvperc. There are a lot of people smarter than I am, I 
won’t say Mr. Wells 

Mr. We tts. You can include me in that. 

Mr. Paarteerc. Who have struggled with this problem for long 
years. The fellow who produces this tractor can decide how many 
tractors he wants to produce. He gears his output to that level, he 
restricts it to a level that will move at a price that he figures will cover 
his costs. 

He is able to regulate his production. Now my answer to you is 
that if we in agriculture were similarly able to regulate our produc- 
tion, we might be able to ask and get the same kind of a return. 

Mr. Anpersen. I think we do ee the answer and I say this in all 
deference to my good chairman. I do think we have the answer in 
the conservation reserve section of the soil bank which Mr. Marshall 
and I first proposed to the Congress. 

I think we can control production in that manner if we go about 
and do it as we should do it. If we will put a $20 acre average price 
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all the way through or some such reasonable average for the taking 
out of production of good average crop producing land, we can mi ake 
the soil bank work. 

When you figure you can take 50 million acres of land out of 
produc tion for $1 billion, and that is the terms of money we talk about 
now in the soil bank, certainly that 50 million acres reduction in 
production coupled with conservation under the Soil Conservation 
Service, certainly that is going to do an awful lot of good toward 
balancing the question of production or supply and demand that you 
are talking about. 

So certainly along with it has to go control of production. I ad- 
mit that but I think that all you gentlemen in the Department of 
Agriculture would have to do would be to figure how many acres a 
year of good average producing land do we have to keep out of 
production in this great country of ours. It might be 50 million 
acres, might go down to 25, might go back up to 40; but certainly 
under Mr. Benson’s theory and Mr. Morse’s theory of figurimg that 
they can get good average producing land out of produc tion for $10 
an acre average throughout America, why they are entirely wrong. 
I say that in all sincerity. 


CONSERVATION RESERVE 


They are making the conservation reserve part of the soil bank, the 
real soil bank, unworkable by making it virtually impossible for a 
farmer to join in the soil bank because of the fact that under the 
5-year contract they will not offer him more than $10 or $11 an acre 
and the farmer cannot see his way clear to do so. 

Mr. Paarteerc. I agree and I don’t think Mr. Morse and Mr. Ben- 
son expect they are going to get the kind of good plan you have got 
in your part of Minnesota. 

Mr. Anpersen. Well, the idea of the soil bank, and I say that as 
one of the authors of the soil bank—TI am talking about the conserva- 
tion reserve—is to retire temporarily good producing land. I don’t 
know who put in that acreage reserve but it may not be in there much 
longer. 

In the meantime we are going to meet a moral commitment to the 
farmers of the Nation, but we can make that conservation reserve 
work providing that they will have enough conscience to come up 
to us in our area or any good producing area in America and offer 

fair price which will take good average producing lands out of 
production. I don’t mean these sands deals out in New Mexico, $6 
and $8 an acre. That is not average producing land to me. That 
does not get the job done. But if you will come into northern Lowa 
and southern Minnesota or central Minnesota, and offer it to $24 to 
these farmers who really produce the surplus on a 5-year term, you 
will see tremendous quantity of land go out of production, all that 
the economy of our Nation can stand to let us be taken out of 
production. 

So certainly I agree with you that your premise that along with 
the stated price, getting bac k to that, the legal price that any com- 
modity should bring in the terminal markets, along with it has got 
to go in some way control of production. 
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Iam in fullagreement with you on that. 

Yes, Mr, Chairman. 

Mr. Wurrren. In that connection, I would like to say that farmers 
have many different views. So do Members of Congress. There are 
not many places where my colleague and I differ. I don’t think 
acreage controls can ever work, It is my belief that if you rent land 
from a farmer and pay him money, he will use it to buy more fertilizer 
and produce more on the remaining acreage than on the total to start 
with. 

I think the records will support that view. 

I would like to go further and say I am not talking about prosecut- 
ing anybody for buying below the fair price. But here is the thing, 
Dr, Paarlberg, and I would like to hear your reaction to it. 


FARMER'S SHARE OF CONSUMER’S DOLLAR 


We have just heard your own witnesses testify that the people 
between the farmer and the consumer for one reason or another are 
able to pretty much fix their take. Since 1940, that take has con- 
stantly increased under the bargaining power of labor units, under 
the right of railroads to increase rates, under wage contracts, under 
the right of the Safeway Stores to set its markup—and I understand 
they have split their stock in three parts, they have made so much 
money in the last few years. 

They are able to do that. However, as it shows now from your 
own records, that increase has been pushed back down on the farmer. 

Now that being true, I can’t see how you can help the farmer by 
constantly taking less and less of the consumer dollar. You will 
agree, I believe, that consumer dollars are limited—and there is just 

1 hundred cents in each consumer dollar. To the extent that these 
‘canada through these powers that they have under existing law 
get more and more cents out of that dollar, there are fewer and fewer 
cents left for the farmer. 

Now, as I see it, you have either got to have price supports, seeing 
that the farmer gets at least his share and letting the pressure come 
between his fixed support and the ceiling which is the consumer dol- 
lar, or you have got to provide regulation, as you say, for the middle- 
man as to what they pay. 

Now, about the word “prosecution”—I think my colleage probably 
meant “penalties.” The bill that 1 introduced would provide monetary 
penalties for a failure to pay a proper return. 

Now, it is all right to talk about everything going back to the 1930 
level. But when we can see that all these costs are going to be kept 
on a 1958 level, I don’t see any way for you folks to be for reducing 
the support level to agriculture without being a party to saying that 
you are for these middlemen. In the absence of price supports the 
very thing that your own witness has testified to will constantly take 
more and more out of the farmer’s hands. I don’t see any way 
around it. 

Do you have any comment on it ? 

Mr. Paarzeerc. | do have. 

I think that the matter of increasing cost for marketing farm prod- 
ucts and the increases in wage rates that outrun productivity, are a 
very grave problem. I think that agriculture is seriously threatened 
by this kind of development. Everything we can do in the way of 
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research to improve the efficiency of the operation, whatever we can 
do legislatively to redress the imbalance of bargaining power, is good. 
Whatever farmers can do cooperatively to strengthen themselves 
across the bargaining table from labor and industry, is good. What 
we can do through our marketing agreements and orders to strengthen 
the bargaining power of farmers, is good. And whatever we can do 
with price supports to increase the returns to the farmer without 
pricing him out of the market, is good. 

I think that we— 

Mr. Wuirren. Dr. Paarlberg, let’s put it this way. The American 
public is going to eat and wear clothes, isn’t it? 

Mr. Paartperc. Yes, sir. 

Mr. Wurirten. That is right. And any price that the Government 
fixed for either clothes or food, if you supported it the American pub- 
lic would pay it. They have to eat, don’t they ? 

Mr. Paaripera. Yes. 

Mr. Wuirren. That is right. 

So don’t tell me about pricing yourself out of the market. If you 
fixa price that will continue to be it, because we have all got to eat 
and wear clothes. So how could a man price himself out of the mar- 
ket. if he had your help in the Department of Agriculture. 

We have 414 million unemployed—many people say 7 million un- 
employed—in this country. We have requests for unemployment i in- 
surance because of une mployment. We find that everybody’s take of 
the consumer dollar has increased under laws passed by the Congress, 
supported by the Department of Labor, the Department of Commerce 
and every other Department, yet we find you and Secretary Benson 
in here sdvocating that the farmer reduce his prices so as to absorb 
the increases that all these folks are getting. And it has caught up 
with you and I don’t believe you can live with it. I am serious about 
it because I think it is pulling the whole economy down. 

I think in 3 years you are going to find this unemployment up to 
10 or 15 million, if we can’t get some help out of your Department 
to see that the farmer gets his share of the income. You are his 
spokesman in Washington and in Cabinet circles, but where the Sec- 
retary of Commerce is insisting on more business and more profits, 
and the Sec aiery of Labor is supporting a dollar an hour for labor, 
we find the Secretary of Agriculture, including you, Mr. Morse and 
the rest, advocating a lower price. And every time you have lowered 
it, the reduction has been absorbed by this group in between. 

Not a dollar has gone to the consumer. I think the farmer is in a 
deplorable state with you folks representing him at the council table 
in the Cabinet. I mean that. That is not personal. You are entitled 
to your view, I am entitled to mine. 

Mr. Paarteera. The Secretary of Agriculture has been before the 
Congress requesting a number of things that will be very helpful 
to farmers. Among these, he asked for increased authority under 
Public Law 480 to move abroad the products of American agriculture. 

Mr. Wurtrren. Dr. Paarlberg, you folks haven’t opposed paying 
money out of the Treasury. The record will show that you and Sec- 
retary Benson have spent more money for price support and Public 
Law 480 and similar programs out of the Treasury than all the Secre- 
taries of Agriculture since 1932. 
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You folks have been willing to spend it out of the Treasury, just 
as long as you don’t have to support a law which would require the 
user of the farm product to pay a fair price in the first instance. Yet 

each time—I am quoting your record—each time you have reduced 
price support prices have gone down to the reduced support, and as 
you reduced prices to the farmer, the middleman has absorbed it. 
None of your price reductions have been felt by the consumer. 

Mr, Paartperc. Some of them have. I agree with you a large share 
of this has been taken up but certainly an appreciable part of it has 
been reflected in a lowered price at the retail level. 

Mr. Wuirtren. Let me describe this to you. 

Here is a Secretary of Commerce, promoting business, promoting 
business profits, promoting foreign cid, where the Government guar- 
antees American businesses in foreign countries on their business 
operations. 

We find the Secretary of Labor urging a dollar an hour and support- 
ing more and more income for American labor. However , at that 
same council table we find you and the Secretary of Agriculture say- 
ing, “Well, these others ought not to do it but we will “support them, 
but that part of the law that protects the American farmer, we will 
just modify that a little bit and reduce it 12 percent.” 

And now that you have had 6 years of that and the record shows 
that the farmer’s loss has been absorbed by the Secretary of Commerce 
and his crowd and the Secretary of Labor and his crowd, when are we 
going to expect you folks to stand up for the farmers’ "fair share of 
the consumer dollar ? 

Mr. Parteerc. I would like to point out that there is quite a differ- 
ence between the minimum wage for labor and the support price for 
farm products in this respect. The going average market rate per 
hour for labor is about twice the minimum statutory level, whereas—— 

Mr. Wuirren. That is under the law, however, which gave them 
the right to bargain. 

Mr. PaartperG. This is true. In agriculture, the market prices are 
resting on the support levels. If we want to consider minimum wage 
rates and farm support prices on a comparable basis, then we might 

talk about support prices for agricultural products that would be a 
about half the market level. Then we would have comparability of 
asort. But they are not directly compar: able. 

Mr. Wuirren. So your idea is that, if you and Secretary Benson 
were to recommend that price supports be cut 50 percent, it would 
make the farmer comparable with labor; is that true? 

Mr. Paartpere. In one respect, yes. I am simply indicating that 
the comparison you gave is not a full and complete one. 

Mr. Wurrren. Now these bargaining rights of labor unions come 
under laws that the Congress passes. 

Mr. Paartperc. And indeed so do the agricultural people. 

Mr. Wurrren. Giving them the right to strike, does it not ? 

Mr. Paariperc. That is right. 

Mr. Wuirrten. So the rates they have now come by virtue of vari- 
ous laws given by Congres which have been supported by the Depart- 
ment of Labor? 

Mr. Paariperc. Yes, and may I point out that the agricultural 
cooperatives also operate under legislation which exempts them and 
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gives them protection from certain laws which regulate restraint of 
trade. 

Mr. Wurrren. Now for 6 years you and the Secretary have been fol- 
lowing your views. Sometimes you are a little slow getting the law 
amended as fast as you want it. But after 6 years, ‘Dr. Paarlberg, 
following your views, when farm incomes ‘ive dropped down to 
the smallest percentage of the national income that we have had in 
history, when farm income has dropped from about $1414 billion 
when you came in to about 10 and a fraction billion dollars now, when 
the farmer’s share of the consumers’ dollar has dropped from 50 
percent when you came in to 40 percent now, does not that raise a 
little bit of a question in your mind whether your theories are sound? 

Mr. Paariperc. May | ore out, Congressman, that per capita 
income in agriculture during 1957 was at an all time high. It was 2 
percent above the previous peak which was in 1951. 


SHIFT TO OFF-FARM EMPLOYMENT 


Mr. Wurrren. In the meantime, in 6 years, how many farmers have 
you put out of business ? 

Mr. Paarteerc. We did not put any of them out of business. 

Mr. Wriorren. All right. How many of them have gone out of 
business ? 

Mr. Paartpere. A considerable number. I cannot give you the fig- 
ure out of my head, but it is about half a million people a year that 
transfer out of agriculture into—— 

Mr. Wuirren. Where are you going to transfer them to, now that 
we have this 5 million people unemployed ‘ $ 

Mr. Paartperc. A number of them do find job opportunities off 
farms. A number of them find job opportunities while they continue 
to live on their farms. I would not presume that we should tell them 
where they should find a job or if they should. 

Mr. Wuirrten. No, you should not. But if you have any suggestion, 
they sure would appreciate it. 

Mr. Paarteerc. Beg your pardon? 

Mr. Warrren. I say you should not dictate to them where they 
should get a job but, under the present conditions, with 414 million 
already ‘unemploye .d and with the present condition of agriculture, if 
you have any information on where to get a job I am sure the farmer 
would appreciate it. They would not take it as dictation. If you have 
any suggestions, it would be most helpful. 

Mr. Paarteerc. Throughout the rural regions, there is, as you know, 
a considerable industrial development which is going forward despite 
the current slack in business. There are increasing job opportunities 
in rural areas. And people are finding jobs, despite the present slack 
ness in employment. 

FARM INVESTMENT 


Mr. Wurrren. Doctor, if you cut the farmers that you now have in 
half, where 3 years from now you have only half as many farmers, 
and divide half as many farmers into farm income, of course you 
come up with a nice picture on a per capita basis. 

But are you familiar with how much more money it takes now for a 


farmer to operate a farm as compared with 6 years ago? 
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Mr. Paaruperc. I have been on farms myself, my people are farm- 
ing now. I am very familiar with how much it takes to operate a 
farm. 

Mr. Wnuirten. You have been farming all along, but I mean a man 
today. How much more investment has he got to have than he had 10 
years ago? Iam talking about cash outlay to have a farm big enough 
to operate. 

Mr. Paartperc. Well, it would be several times what it was 10 years 
ago. 

Mr. Wuirrten. So even if he had a bigger income, in view of the 
larger investment that he must have, his net position is not as good, 
is it? 

Mr. Paarupere. I agree with you that when you figure average re- 
turn in agriculture, when you take all of agriculture and lump it to- 
gether, find out what the return is, and compare that with the average 
of all nonfarm occupations that the return in agriculture is low, quite 
low, relative to the rest of the economy. Thisistrue. It has been true 
for many years, Congressman. 

Mr. Wurrren. It has. 

Now but let’s go further. Your witnesses testify here, and it is 
clearly borne out by the facts, that by reason of law which gives labor 
the right to bargain, which gives railroads the right to increase rates, 
which gives industr y the right to a fair markup, which gives all these 
other guaranties, and you see that they are doing it. And when the 
take of the folks between the farmer and the consumer is constantly 


increasing, can’t you see that it takes some protection for the farmer 
to keep him in business? 


Can’t you see it? 

Mr. Paartzerc. If price supports are at such a level that they give 
aid and comfort to your competition—— 

Mr. Wurrren. What competition ? 

Mr. Paarteere. In cotton synthetics, for example. 

Mr. Wuirren. Well now you have an unusual situation there. 

This bill I introduced, incidentally, would put synthetics under the 
same regulations as cotton. I don’t know whether it came to your 
attention personally or not. 

Mr. Paartpera. Yes. 

Mr. Wuirren. But it would give the same protection to cotton, by 
the regulation of synthetics. But that is an unusual situation. 

But if you exclude that for the moment, if you put all agriculture 
commodities under a price support so that you start off getting a fair 
share by law, which these others get by law, where is the competition 
going to be? 


LEVEL OF PRICE SUPPORTS AND DEGREE OF REGULATION 


Mr. Paartperc. Well, as Congressman Andersen and I agreed a 
little while ago, this could be done at the cost of a very high degree of 
regulation of agricultural production and marketing. The Secretary 
of Agriculture is not inclined to think that that degree of regulation is 
in keeping with free institutions. 

Mr. Anpersen. Doctor, let’s get this straight. 
ically into the amount or the degree of regulation. 

Mr. Paarteerc. I am sorry if I misquoted you. 


I did not go specif- 
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Mr. Anpersen. I agreed with you that it would be very necessary 
to control production, to go along with the law. 

I will agree with you to that point. 

Mr. Paarpeerc. | will modify my statement because I do not want to 
misquote you: 

Mr. AnperseENn. I think if you will look back you will see that I 
had nothing to say about strict regulation. I do not think it would 
be necessary with the soil-bank operation. 

Mr. Wurrren. Nobody likes regulation and all that, but we are 
living in 1958. We are living under the conditions which Mr. De 
Loach has just described so aptly. I don’t know whether you can 
take the farmer and let him be Free of regulation and let all these 
increasing pressures continue to reduce his - price and his income. 

Somebody said the farmer buys at retail and sells at wholesale. 
In a nutshell, that might be it. But the farmer’s purchases are in a 
1958 United States economy where all these segments are protected 
by actions taken under law. 

If anybody wants to be real political, they would say as fast as 
these other crowds increase their take they can count on you and Sec- 
retary Benson to reduce the farmer’s price so as to absorb it. You 
can make a good case along that line if you study your own record. 

Mr. Paarvperc. My point is that nobody can expect to have the best 
of two possible worlds. Let me amplify that in this respect. We 
can go, it seems to me, either of two ways. We can go in the direc- 
tion of supports at relatively high level coupled with a high degree 
of regulation and strict control of production, or we can go the route 
of relatively lower prices and less regulation of agriculture. 

Now we have for some years, as you know, tried to support prices at 
a high level. It is my Che petri I think the committee would 
concur—that we have not dev eloped the rigid controls that would be 
necessary to make this kind of system re sally function. That being the 
case, if we have proven on the basis of 25 years of effort that we can- 
not or at least do not invoke the degree of control necessary to make 
the support system function at a high level, then we must, it seems to 
me, move in the other direction; that is, of more freedom of prices in 
the market place and more freedom on the part of farmers to exercise 
their own decisions. 

I do not see how we can at the same time have the best of two pos- 
sible worlds; namely, a high level of support and the opportunity to 
produce with a relatively small amount of control. This is the prob- 
lem. 


UNITED STATES PRODUCTION AND WORLD TRADE 


Mr. Wuirren. It comes back to this now, as I have pointed out 
several times: Events have shown that the biggest cause for our prob- 
lem has been that for years the authority of the Commodity Credit 
Corporation Act authorizing sales in world trade competitively was 
not used. These commodities that were contemplated to be sold were 
stacked up and the big part of the farm cost came because of that fact. 

Now experience has shown that we can’t regulate world production 
by regulation of United States production. Then we cannot control 
United States production by acres. But that does not prohibit us 
from limiting the amount of the commodity that we would support to 
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domestic use, leaving the farmer free to produce for the world market 
at competitive prices. 

Now, where I differ with your whole policy is this: Price supports, 
in my judgment, have been from the start an effort to see that the user 
of farm products pays a fair price at the market place. I have never 
felt that your Secretary agreed with that. 

Now, it has been my belief that for the basic commodities the sole 
purpose was to establish by law a support level to see that the pur- 
chaser had to pay a fair price to get it. 

For nonbasic perishables, thr ough section 32 funds, when surpluses 
did appear, the purpose was to use funds to support the market 

early so that the user would pay the fair price. Without exception, 
in poultry, in turkeys, in hogs, your Department and your adminis- 
tration has waited until the price has broken. In one instance the 
Secretary said that when pork got lower he would buy some. Sure 
enough, the packers took him at his word, and the price went down 
further. I can’t see where your Department has ever recognized 
what I consider to be the purpose of that law, which is to see that the 
farmer gets a fair price from the user of his products. Now, there 
would be some expense connected with it; yes, but, I think, about one 
tenth the amount that you have had under your policies. 

Now, Public Law 480 m: iy have some mer it, in view of the fact that 
billions of dollars of farm commodities were held out of world trade 
through this period of years when we couldn’t get the Department to 
use its authority. But Public Law 480 doesn’t solve a thing in the 
world in the long run, just like the acreage reserve program doesn’t 
solve a thing, in my judgment. But this is basic. If you don’t see that 
the farmer gets his fair share of that consumer dollar, the very 
story that we have been listening to by Mr. DeLoach will continue to 
get worse. 

Mr. Paarteerc. We are all aware, I am sure, that the marketing 
people have, with the passage of time, provided more services, and 
this to some extent is responsible for the increase in the marketing 
margin. I am not defending it. 

Mr. Wuirren. That is right. But, if you had not been a party to 
reducing the farmer support level, that squeeze would be on the 
people between the consumer and the farmer. 

But, by reducing the farmer’s take each year out of that consumer 
dollar, you are just getting away from any squeeze on the group 
between the farmer and the consumer. This thing is deadly serious. 
When farm income drops down to a little over $10 billion, that is 
serious. 

Mr. Paarteerc. Farm income increased, on a per capita basis. 
Mr. Wuirren. Well, you count this billion dollars we spend in 
soil-bank payments, and that has just got them on relief. That is all 
there is to that. All the folks in my county are on relief. As I told 
them, it is one way to get the cotton out from under the control of 
the Secretary; put it in the soil bank, and then the Secretary can’t 
reduce the price supports. 

But you are counting this increase as direct payment out of the 
Treasury and, as I say, you folks haven’t been opposed to payment 
out of the Treasury. All of that has been done in an effort to keep 
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the fellow who used the farm product from paying a fair price to 
start with. 

Mr. Paarveere. I don’t agree that that has been the purpose. 

Mr. Wuirren. Maybe that hasn’t been the intent. But that has 
been the end result. 

Mr. Deloach, you might proceed with this statement. Let’s hear 
some more. 

Mr. DeLoacn. Well, this is an ap yropriate place. I am going to 
talk about ways to reduce cost, Mr. Chairman. 


MARKETING COSTS 


Higher labor rates have encouraged the introduction of new tech- 
nologies as a means for keeping down unit labor costs. Managerial 
efforts in modernizing plant facilities and equipment are directly 
associated with the general efforts to allocate labor and capital to 
the best advantage. The drift toward large, multiunit processing and 
distributing firms in order to seek economies of scale in buying and 
selling food is a major adjustment in the food industry at this time. 

And may I add, parenthetic ally, that this adjustment is taking 
place now at the lower level in processing and distribution. Smaller 
firms are getting together in order to form more economic units. This 
innovation in the market structure and in the control of food proc- 
essing and distributing activities is having a material effect on mar- 
keting methods, costs, and conditions under which farm products 
can be bought or sold. 

The Department is now securing accurate current information on 
the nature and extent of this movement toward a further concentra- 
tion of ownership or control of food processing and distributing 
firms, and on the impact of such control on returns to farming and 
on the opportunities of consumers to obtain their choice of products. 

We have underway special studies in areas in which there is a 
strong presumption th: at integration and mergers are occurring. 
Studies of the ch: anges in organizations, costs, and scale of operation in 
the broiler, fluid and manufactured milk, and baking industries are 
now underway. Also underway is a study of the structural ch: anges 
in the retail food industry which will be initiated in a few months. 

The Department is now completing a report on a study of the 
buying and selling of beef by USDA grade specifications. This re- 
search indicates a general and persistent trend to market beef on 
the basis of grade specification, thereby causing significant changes in 
marketing channels and the availability of different qualities of beef 
in the retail markets. 

This study also shows that the use of USDA grades for beef is 
tending to decrease the importance of proprietary brands. Meat 
processing is becoming more specialized and less concentrated. There 
seems to be a strong evidence that these changes will be reflected in 
the methods of producing, feeding, and marketing beef at the farm 
level. 

Furthermore, the use of specific buying and selling will likely bring 
about changes in the competitive pattern in the meat industry. 
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Substantial changes in pricing methods and marketing channels 
already have occurred in the marketing of such perishable products 
as eggs, butter, poultry, and many of the perishable fruits and vege- 
tables. ( ‘entral market pricing and the use of buying and selling 
brokers and organized commodity exchanges are bec oming consider- 
ably less important for food products and this is having an effect on 
who gets what in the marketing channel. 

Some marked changes have occurred in the food industry with 
respect to pricing policy since World War II. In most instances, 
marketing margins have increased as a result of rising costs that have 
characterized the entire food industry. 

On some commodities, however, marketing margins have not risen 
materially. The outstanding example of a lower margin commodity 
is broilers. 

In a few instances pricing policies have resulted in substantial in- 
creases in marketing margins that cannot be explained in terms of 
rising costs. A recently completed study of farm to retail margins 
on Midwest eggs sold in Washington, D. C., shows that the average 
farm to retail margin was about 6 cents per "dozen higher in Novem- 
ber 1957, than in November 1953 and November 1954. Inasmuch as 
we were unable to find any change in total handling cost to explain 
such an increase in margins, it is apparent that a change in pricing 
policy accounted for the upward adjustment. It is significant that 
practically all of the 6 cents rise in margins was at the retail store 
level. 

In order to give the committee an indication of recent changes in 
marketing margins and prices by commodity groups, we should like 
to submit for the record some of our findings with respect to bread, 
cotton products, dairy products, fruits and vegetables, livestock, 
margarine and shortening, poultry and eggs, and sugal 

I think you will find, Mr. Chairman, that in most of those com- 
modities the marketing margin has gone up except for the poultry 
group that I mentioned. 

Mr. Wuirren. I will be glad to have that included in the record. 

(The information referred to follows :) 


SPECIAL PRICE SPREAD STUDIES 
WHITE BREAD 


The retail price of bread has gone up about 80 percent since 1946. Costs of 
flour to the baker and the returns to cn farmer for equivalent amounts of wheat 
have remained relatively steady since 1947 (table 1 and fig. 1). AS a result 
the baking, wholesaling, and retailing margins have increased fairly steadily 
since 1946. This increase amounted to an average of-about three-quarters of 
a cent per loaf per year between 1946 and 1954, and a little more than half 
a cent per loaf per year from 1954 to 1957. 

Retail prices of a loaf of bread are not influenced greatly by trends in the 
cost of flour to the baker or returns to farmers for wheat equivalent, since 
they represent such a small proportion of the retail price. The farmer's sare 
ranged from 20 to 14 percent during this period, although flour represents re 
than 70 percent of the total ingredient costs. Most of the retail price for a 
loaf of bread is a payment for the marketing and transportation services ren- 
dered in milling the flour, baking, wholesaling, and retailing 
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x ARLE l. Re tail price of bre ad, cost of flou) to bake ", and farm value or eat in ¢ 
ound loaf of bread, b 4 years, 1947-57 
Retail ( ) Far Retail Cc of 
Year price of fic rf Year rice « fiour to line 
bread bak it pread prea 
Cents ey. : Cent ( its ( 
1947 12. 5 3.9 3.0 1953 16.4 3.6 2 
1948 13.9 3. § 2. 1954 17.1 3.9 2 
1949 14 2.4 1955 17. § 
1950 14.3 4 2 LO5¢t 17.9 9 
951 15.7 ; 9 1957 18.8 
1952 16 3 > 6 


DATRY PRODUCTS 


Kietail prices of dairy products rose an average of about 3 percent in 1957 
Part of the increase went into slightly higher farm prices, and somewhat more 
than half into an increase in farm-to-retail price spreads. Retail prices now 
are about as high as the peak in 1952. The farm-to-retail spread, on the other 
hand, has risen continuously, and is now about 14 percent higher than in 1952 
As a result, the farmer’s share of the retail price of dairy products as a group 
fell from 53 percent in 1952 to 46 percent in 1957 (fig. 2). 

Fluid milk—The marketing margin for fluid milk in 1957 remained at 55 
percent of the retail price, where it has been for the past 3 years. Retail 


FIGURE 1 
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FIGURE 2 
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prices averaged 24.2 cents a quart in 1957, 0.9 cent a quart higher than in 1956 
The marketing margin and farmer’s share both increased in the same relative 
umount (figs. 3, 4. and 5). 

The increase in the marketing margin since 1952 has been less than the in 
crease in plant operating costs. Our continuing study of data from a representa 
tive group of fluid milk distributors shows that during this period the gross mar- 
gin increased 12 percent and operating costs increased nearly 17 percent on 
au per unit basis. Personnel costs, which account for more than half of all 
operating costs, increased 17 percent; container costs increased 16 percent; and 
buildings and equipment costs increased 34 percent. All operating costs com 
bined increased 17 percent. Net profits, before income taxes, declined by about 
34 percent on a per unit basis during this 6-year period. 

Much of the increase in wage rates and prices of operating items has been 
offset by increasing efficiency and by changes in marketing practices. Two of 
our studies indicate some of these changes. During the past 5 years, there has 
been a shift away from the more expensive home delivery to sales through retail 
stores. Perhaps of greater significance has been the shift to the use of larger 
containers and sales of multiple-quart units at prices below the single-quart 
price. For example, in the Chicago market, sales in single-quart containers 
have decreased from nearly 90 percent of all fluid milk sales some 20 years 
ago to about 22 percent. Much of this change has occurred in recent years. A 
study based on nationwide data shows that in the last 2 years sales in quart 
containers ,as a percent of total sales, has descreased 13 percentage points with 
the gain going to half-gallon containers and bulk dispenser cans. 
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FIGURE 5 
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In addition to the changes in marketing practices, fluid milk processing plants 
are making increased use of labor-saving machinery and equipment While 
personnel costs per unit of sale were increasing 17 percent, hourly earnings in- 
reased 28 percent 

Butter.—Vhe retail price of butter averaged 74.3 cents a pound in 1957, up 
to 2.2 cents from 1956. A half cent of the increase went to the farm value, but 
1.7 cents were added. to the farm-retail spread. 

The farm-to-wholesale part of the total farm-to-retail price spread was re- 
luced from 9.6 cents a pound in 1947 to 8.1 cents in 1957. This is quite a re- 

iarkable reflection of increased efficiency in a period when costs of labor, ma- 
terials, and most other items have been on the rise. This did not, however, 
prevent un increase in the total marketing spread from 19.0 cents to 22.8 cents 
during this period. because the wholesale-retail portion increased by over a half 
(from 9.4 cents to 14.7 cents a pound 

In the marketing of butter from the creamery onward, there have been ef- 
forts to decrease the stages of handling. Direct movement from first receivers 
to city warehouses of chainstores, for example, has been on the increase. Co- 

operative marketing has expanded, as has also the trend toward greater ad- 
vertising and use of brand names. 

We are studying some of the practical problems with which firms engaged 
in the marketing of butter are faced, by following several shipments of butter 
from creameries in the specialized butter-producing sections of the Midwest. 

Competitive conditions, with perhaps an assist from the Government purchase 
programs, tend to keep prices within a narrow range at the creamery and whole 
sale levels for butter of the same quality. 

Prices paid farmers for butterfat in cream or milk of similar grade showed 
a greater variation, however. The price of butterfat in sweet cream or No. 1 
iniik varied from 65 to 70 cents a pound among the 10 plants surveyed. Also, 

as we move in the marketing process from the first-receiver-wholesaler toward 
the consumer, we find a greater tendency to variability. Some jobbers engaged 
primarily in meat and poultry operations handle butter at cost as an accommo- 
dation for their customers, although the more specialized distributors cannot 
afford to do so. Retailers sometimes handle butter as a loss leader. On the 
other hand, butter in specialty stores and certain advertised brands tend to 
command premium prices over other butter of the same grade. 

Cheese.—The retail price of processed American cheese was 57.6 cents a pound 
in 1957, up 0.4 cent a pound from 1956. For the past 4 years (1954-57), the 
combination of Government support programs and surpluses has tended to pro- 
vide both a floor and a ceiling for wholesale prices of cheese at the support 
level. Average retail prices have varied only a half cent, from 57.1 cents to 
57.6 cents a pound. Farm value of a pound of cheese has increased from 27.7 
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cents to 28.8 cents, while the marketing margin decreased slightly. Detailed 
studies being made in the Southeast and Midwest show some interesting varia 
tions in cheese processing and marketing margins. Midwest farmers received 
about 5 cents a pound more for cheese equivalent than did Southeast farmers. 
Processed cheese produced in the Midwest sold at generally higher prices in 
various sales outlets and in different types of packages. Midwest cheese re- 
tailed at prices ranging from 49 cents a pound in 2- and 5-pound loaves in 
Supermarkets to 75 cents a pound, cut to order, in specialty food stores. South- 
east cheese sold as natural cheese at prices ranging from 29 cents to 69 cents 
a pound. 

Evaporated and concentrated milks.—The retail price of evaporated milk 
average 14.6 cents a can in 1957, compared with 14.0 cents a year earlier. 
A half cent of the increase went to marketing agencies, while 0.1 cent went to 
farmers. The farmer received 43 percent of the retail price in 1957. 

Dairy scientists are making every effort to develop new products which will 
keep as well as evaporated milk and be as acceptable for beverage purposes as 
fresh fluid milk. Success would bring important changes in markets for dairy 
products. One of our most recent marketing research reports brings together 
the most up-to-date information on what those changes might be. 

Indications are that milk, concentrated, processed, and distributed with the 
utmost efficiency, could be sold in many eastern and southeastern markets at 
margins from 5 to 8 cents per quart of whole milk equivalent below those for 
single quarts of fresh whole milk delivered to homes, or at about the same mar 
gins as those for fresh fluid milk sold in gallon jugs in stores. With farm prices 
for milk at the level of prices for Grade A milk in Wisconsin plus transporta 
tion costs of concentrated milk to the market, refrigerated or sterile concen- 
trated milk and instant dry whole milk could be sold to consumers in many 
eastern and southeastern markets for about 16 cents per quart of milk equiva- 
lent. This compares with 23 to 30 cents per quart for the home-delivered price 
of a single quart of milk, and 21 cents or more per quart for milk sold in gallon 
jugs. The farmer could expect to get about half of the consumer’s dollar spent 
for concentrated milks, as compared with 45 cents for the farmer from the con- 
sumer’s dollar spent for fresh whole milk in 1957. 

Ice cream.—For ice cream, the farmer’s share of the retail price amounted to 
19 percent of the retail price in 1957, unchanged from 1956. 

Average retail price for ice cream, for single-pint purchases in 20 large cities, 
increased one-half cent a pint, from 28.9 cents in 1956 to 29.4 cents in 1957. This 
was the highest price in 3 years and almost as high as the 29.6 cents in 1954. 

The farm-to-retail spread increased 0.4 cent a pint, since equivalent farm value 
increased only one-tenth of a cent—from 5.5 to 5.6 cents—between 1956 and 1957. 

Consumer choices among ice-cream products were broadened during the year 
by two developments. The wider availability of multiple grades of ice cream has 


spread to additional cities. Both premium and thrift ice creams have been intro 
duced in additional major markets, to complement long-established standard 
grades. A second development, in line with the continuing trend in consumer 
food buying toward one-stop shopping, is the recent introduction at large super 
markets in some eastern cities of store brands of ice cream in premium as well as 


standard grades. The store brands are displayed at prices slightly below those 
of manufacturers’ standard and premium brands carried in adjoining cabinets 


Nonfat dry milk.—Widespread sale of nonfat dry milk in consumer packages 
is a comparatively recent development. In 1948, consumer package sales totaled 
2.4 million pounds, less than 1 percent of total commercial sales. By 1956, con 


sumer sales reached 154 million pounds—21 percent of total commercial sales of 
the product. 

The growing importance of nonfat dry milk sold in consumer packages has led 
us to initiate a study of marketing margins for the product. Marketing practices, 
processing and distribution costs, and retail prices are being studied 
~ Through the Bureau of Labor Statistics, we are obtaining in 20 cities monthly 
retail prices of instant nonfat dry milk. For the 10-month period ended Novem- 
ber 1957, the average farm value of the skim milk equivalent of 1 pound of no 
fat dry milk was 8.6 cents. For the same period, the manufacturer’s average sell 
ing price f. o. b. plant for spray process nonfat dry milk was 15.5 cents a pound: 
and the 20-city average retail price of instant nonfat dry milk in consumer pack 
ages was 46.1 cents a pound. 

The price spread between farmer and consumer thus averaged 57.5 cents a 
pound. The return to farmers averaged 19 percent of the retail price; and the 
farm-to-retail spread was 81 percent. 





FRUITS AND VEGETABLES 


Marketing margins for fruits and vegetables, like those for other food prod 
ucts, have continued to increase, but at a slower rate than for al! farm products 
in the market basket. The farm-to-retail spread for all fruits and vegetables in 
the market basket increased 2 percent in 1957 over 1956 (fig. 6). 

The increase in the farm-to-retail price spread since 1947 amounts to 31 per 
cent for fruits and vegetables and 37 percent for all foods in the market basket 
(table 2). During this same period, the retail cost for fruits and vegetables in- 
creased 21 percent compared to 11 percent for all commodities in the market 
basket. Further examination of market-basket data shows that the farm value 
for all foods has decreased 14 percent since 1947 and increased 2 percent for 
fruits and vegetables. 


TABLE r 4 Change in etail cost, farm value, farm-ito-retail spread, and farmer’s 
share of the retail cost of the market basket and of fruits and vegetables, 1957 com- 
pa red to 1956 and 194? 


Retail Fart Farm-to Farmer’s 
Item cost value retail share of 
spread retail cost 
Percentag 
Market basket Percent Percent Percent points 
1957 over 195 { 13 ‘ 0 
1957 over 1947 +11 14 +37 ll 
All fruits and v tabl 
1957 over 195 0 7 +2 | 2 
1957 over 1947 : +21 +2 +31 f 


The farmer’s share of the retail cost for fruits and vegetables in the market 
basket was 28 percent in 1957. This was a decline of 2 percentage points from 
1956. The trend in the farmer’s share, both for fruits and vegetables and for 
the market basket, has been downward since World War II. 
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In 1957, compared to 1956, the retail cost of all fruits and vegetables in the 
market basket increased less than 1 percent while the net farm value decreased 
7 percent. This resulted in an increase of 2 percent in the farm-to-retail spread 
and a decrease of 2 percentage points in the farmer’s share for fruits and 
vegetables. 

Washington Delicious apples.—Marketing margins for Washington Delicious 
apples marketed in New York City, Chicago, and Los Angeles during the 1956-57 
season averaged $5.26, $5.25, and $5.20 per box, respectively. These represented 
increased margins of 6, 11, and 4 percent over 1955-56 season averages. Trans- 
portation charges comprised 12 percent and the wholesale-retail margin ac- 
counted for 38 percent of the retail price of Washington Delicious apples sold 
in New York City. Total marketing charges from the packinghouse door to the 
retail store during the 1956-57 season comprised 54 percent of the retail price. 
Although actual marketing costs increased, the percentage decline from the 
1955-56 season, when marketing charges accounted for 61 percent of the retail 
price, was due to a 19-percent increase in retail prices with only a 6-percent in- 
crease in overall marketing charges. Marketing margins, costs, and returns for 
Washington Delicious apples marketed in the 3 cities during the 1955-56 and 
1956-57 seasons are shown in table 3. 

California Long White potatoes.—During the 1956 season, marketing charges 
for U. 8S. No. 1A California Long White potatoes averaged $5.31 per 100 pounds 
on sales in Los Angeles, $6.71 on sales in Chicago, and $7.66 on sales in New 
York—4, 65, and 67 percent of the average retail price, respectively (fig. 7). 

Transportation charges from Bakersfield to Los Angeles were approximately 
30 cents per 100-pound bag. Rail transportation charges from Bakersfield to 
Chicago were $1.83; to New York City, $2.28. 


TABI E 3. Price 8, marains, and returns per hox for Washington De licious apples 
marketed in New York City, Chicago, and Los Angeles, 1955-57 
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FIGURE 7 
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Wholesale margins per 100-pound bag of long white potatoes averaged $0.25 
in Los Angeles, $1.11 in Chicago, and $1.76 in New York during the 1956 sea- 
son, while retail margins averaged $4.08, $3.11, and $2.96, respectively. 


Pam 


> 
Retail prices for long white potatoes averaged $9.81 per 100 pounds in Los 
I ] 


Angeles, $10.27 in Chicago, and $11.38 in New York City. Growers who mar- 
keted their potatoes in the 3 cities had average returns at the packinghouse re- 
ceiving door of $4.50, $3.56, and $3.72, or 46, 35, and 33 percent of the retail 
price, respectively. 


LIVESTOCK 


Annual average farm-to-retail marketing margins for all livestock increased 
from 25.6 cents a retail pound in 1956 to 27.8 cents in 1957. This was the largest 
year-to-year increase recorded since 1947. 

Beef and lamb.—Marketing margins four U. 8S. Choice grade beef were 28.2 cents 
a retail pound in 1957, compared with 26.2 cents in 1956 
price spread for U. 8S. Choice grade lamb was 1.7 cents 
than in 1956. 

Pork.—Farm-to-retail marketing margins for pork averaged substantially 
higher in 1957 than in 1956, widening 2.2 cents a retail pound. This is part 
of the longtime upward trend in marketing margins for pork (fig. 8). 


The farm-to-retail 
a pound higher in 1957 
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FIGURE 8 
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Marketing margins for pork were relatively stable during the period 1919 
to the beginning of the depression of the 1930’s. Margins narrowed sharply 
during the depression years, reaching an alltime low of 9.3 cents a retail pound 
of pork in 1933. 

As prices recovered, marketing margins first widened and then tended to nar 
row gradually until World War II. When price ceilings were removed after 
World War II, retail pork prices, hog prices, and marketing margins all in- 
creased sharply. In 1 year, from 1946 to 1947, margins widened from 12.4 
cents a pound retail weight to 17.9 cents, the greatest annual increase in pork 
marketing margins ever recorded 
a pound in 1955. Pork margins declined slightly in 1956 to 24.9 cents. In 1957, 
however, farm-to-retail margins resumed their upward trend and averaged 27.1 
cents a retail pound, the highest on record. The substantial increase in farm- 
to-retail price spreads from 1956 to 1957 resulted in part from increases in both 
packer and retailer margins. 


The marketing margin for pork then tended to widen gradually to 25.6 cents 


POULTRY AND EGGS 


Poultry and eggs are the only major group of farm foods on which farm-to 
retail price spreads have declined in recent years. Further decreases in these 
spreads are not unlikely, particularly on eggs. Poultry and eggs accounted for 
about 10 percent of the retail cost of the total market basket of farm foods in 
1956, and for about 16 percent of the total farm value. The farm-to-retail spread 
was smaller for this group of products, relative to the retail cost, than for 
any other major product group. 

Eggs.—Retail prices, farm values, and farm-to-retail price spreads on eggs 
generally have deciined since 1949. Spreads, however, have decreased less 
than prices. As a result, the general trend in the farm share of the retail price 
of eggs also has been downward. The 1957 average farm-to-retail price spread 
of 18 cents a dozen was only slightly ahove the lowest annual average spread of 
17.8 cents registered in 1953 and substantially below the high 1952 spread of 
20.4 cents. But with 1957 retail prices and farm values at their lowest level since 
1949, the farm share of the retail price was down to 67 percent from 71 percent 
in 1949 and 1951 and 73 percent in 1953. 

Further declines in egg marketing costs and margins are not unlikely. Several 
cost-reducing changes in marketing channels and practices are being adopted 
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rapidly by the egg trade. These include: (1) Reduction in numbers of egg 
handlers and frequency of handling individual eggs, through the bypassing of 
city wholesalers and associated distributors by large country assemblers and 
other integrated assembler-grader-distributors and retailers; (2) adoption of 
improved methods of grading and handling eggs in plants; (3) increases in 
number of specialized egg farms; (4) increases in buying of eggs from farms on 
the basis of U. S. consumer grades; and (5) increasing movement of grading 
and cartoning operations from city to country plants. 

Two examples indicate the potential for reducing costs. The average farm- 
to-retail price spread on eggs in New York in 1957 was 28.6 cents a dozen; in 
Los Angeles it was 16.8 cents. In Los Angeles, eggs move directly from farms 
to integrated assembler-grader-distributors and then to retailers. Modern, low- 
cost handling methods are used and eggs are bought from farms on the basis of 
U. S. grades. In contrast, adoption of such modern marketing practices is only 
beginning in New York, and large volumes of eggs still move through as many 
as five different marketing firms in going from farms to consumers. Again, a 
large midwestern assembler-grader-distributor of eggs is moving graded and 
cartoned eggs frim his country plant directly to retail stores in a large eastern 
city at a cost of only 11.5 cents a dozen. With an average store margin of 10 
cents, the farm-to-retail spread in this case is 21.5 cents a dozen, substantially 
less than when less efficient practices are followed. 

Chicken fryers.—Retail prices and farm values of chicken fryers have de 
clined sharply since 1949, reflecting pronounced increases in production and 
marketing efficiency. Both retail prices and farm values reached new lows 
in 1957. Farm-to-retail price spreads, however, have decreased only slightly 
Since 1949, spreads have varied on an annual basis within the narrow range 
of 21.1 cents and 23 cents a pound, ready-to-cook basis. The 1957 spread was 
21.7 cents a pound. As a result, the farm share of the retail price of fryers de 
clined to 55 percent in 1956 and 1957, compared with 64 percent in the years 
L950 52 

Studies of processing and other marketing costs indicate that the efficiency 
of these operations has been increased markedly in the last decade by the 
adoption of improved machinery and better marketing methods. At the same 
time, marketing firms have increased the volume of services provided, including 
complete evisceration, and cutting, packaging, and freezing operations. These 
services and rising wages and prices of other production items appear almost to 
have offset economies from improved technology and distribution practices 
Further improvements in both production and marketing efficiency are likely, 
but these may be offset by costs of additional marketing services which must be 
irovieed to meet consumer demands. 

Turkeys.—Available data on price spreads and marketing costs for turkeys 
are too limited to provide an accurate picture of their trends. However, it is 
known that the turkey industry has changed its production, processing, and dis 
tribution practices and technology in much the same way as the chicken-frver 
industry has. In fact, many firms process and market both types of birds, using 
the same processing equipment and techniques and similar distribution practices 

There are indications that the turkey inenstry is slowly moving toward mak 
ing turkeys as much a part of American menus in all seasons as chicken frvers 
now are. The pronounced changes in production and marketing practices which 
necessarily must be a part of this development undoubtedly will have important 
impacts on production and marketing costs, prices at all market levels, and price 
spreads on turkeys. 

MARGARINE AND SHORTENING 


A much larger proportion of the consumer’s dollar goes for marketing charges 
for oilseeds than for many other agricultural products because a great deal of 
processing is required to convert the oil contained in soybeans or cottonseed into 
the principal consumer products, margarine and shortening. Marketing charges 
took about 80 percent of the consumer’s dollar in November 1940, 60 percent in 
1947, and over 70 percent in November 1955. These charges cover many services 
which have been affected by increased costs and the rise in the general price level 

The average retail value of sovbean and cottonseed oi] in margarine and short 
ening in Chicago increased about 75 percent bétween 1940-41 and 1955-56. But 
the average farm value of the oil contained in these 2 oilseeds increased by close 
to 90 percent. 

Increases in farm values for oil oceurred prior to 1947-48 (fig. 9). Since 
1947-48, farm oil values have decreased by 40 percent for soybean oil and close 
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to 50 percent for cottonseed oil. Retail oil values also fell from their 1947-48 
peak when the value of oil in margarine was reduced by about 30 percent and 
oil in shortening by about 20 percent. Marketing charges or price spreads also 
adjusted downward for margarine, but not to the same extent that farm oil 
values did. Shortening margins have increased slightly since 1947-48. 


FIGURE 9 
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SUGAR 


From 1950 to 1955, the marketing margin, or farm-to-retail spread, increased 
15 percent on cane sugar marketed in New York and 24 percent on cane sugar 
marketed in Chicago (fig. 10). The marketing margin on beet sugar from the 
midwestern beet producing area marketed in Chicago increased 14 percent. 
There was a similar increase in the margin on beet sugar produced in the 
Western States and marketed in Los Angeles, Calif., and Seattle, Wash. There 
was a 20-percent increase in the marketing margin on beet sugar from the mid- 
west producing area marketed in Chicago. In comparison, the average increase 
in the farm-to-retail spread on all foods in the market basket was 17.6 percent 
for the same period. 

COTTON PRODUCTS 


Research on margins and costs for marketing cotton, financed with regular 
funds, shows that the spread between the retail cost per family of 42 representa- 
tive items of cotton clothing and household furnishings and the farm value of 
the cotton used in their manufacture increased moderately in 1956 and 1957. 
However, the spread continued below the highs of the late 1940’s and early 
1950's (table 4). The farm value of cotton used in 1957 averaged about the 
same as in the preceding 4 years, but was 20 percent below the high of 1951. 
Retail cost of these items increased in 1957 for the second consecutive year, but 
remained about 5 percent below the record 1947 and 1951 levels. 

These changes resulted in some shifts in the farmer’s and marketing system’s 
relative shares of the consumer’s dollar spent for cotton textiles. In 1957, the 
farmer’s share averaged 12 percent and the marketing margin 88 percent—the 
same as in 1947—compared with 15 and 85 percent in 1951. The farmer’s share 
of the consumer’s dollar spent for individual items differed considerably from 
the average and, for some items, the changes over time were marked. For ex- 
ample, farmers received 22 percent of the consumer’s dollar spent for overalls 
n 1951 and 15 pereent in 1957. Comparable figures 

t 


i or work shirts were 18 
and 14 percen 


and for business shirts 9 and 8 percent (fig. 11) 
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Although the share of the consumer’s dollar going to atl miarketing ageticies 
has not changed greatly since 1947, several significant changes occurred in the 
margins of particular groups of agencies. Average margins for manufacturers 
of 17 major kinds of unfinished cloth declined moderately in the 1956-57 season, 
and, although still 7 percent above 1954-55, were 49 percent below 1947-48. 
In contrast, gross margins for wholesale dry goods firms increased in 1956 and 
were 3 percent above those of 1951 and 7 percent above 1947. Margins of retail 
dry goods stores in 1956 remained about unchanged and were 3 percent above 
margins for both 1951 and 1947. Margins for merchandising raw cotton also 
have risen moderately, reflecting increased charges for warehousing and trans- 
portation services and added costs of carrying larger stocks. 


TABLE 4.—Cotton products: Average retail cost of a family’s purchases of 42 articles 
and of 3 individual articles of clothing, farm value of equivalent quantities of cotton, 
marketing margin, and farmer’s share of retail cost, 1927-57 } 


Retail Farm Market- | Farmer’s 
Year and month cost ? value ng share 
margin |(percent) 


1927 $31. 82 $3. OY $28. 13 
ad 


2 12 
1928 30. 56 4.02 26. 54 13 
1929 29. 65 3. 74 25. 91 13 
1930 28 08 2. 51 25. 57 9 
1931 24. 96 1. 48 23. 48 6 
1932 22. 52 1.10 21.42 f 
1933 24. 10 1. 98 ‘22.12 8 
1934 25. 90 2. 54 1 23. 36 10 
1935 24. 24 2. 41 21.83 10 
1936 23. 82 2. 61 21. 21 il 
1937 24. 06 2 40 29 5G 10 
1938 23. 30 1. 82 21. 48 8 
1939 2. 96 1. 90 21.06 8 
1940 23. 10 2.04 1.03 Q 
194 as | ” ' 
1942 32. 5] $ 28, 38 
1943 $4. 39 t. 40 29. 92 I 
1944 37. O01 $55 32. 4f 1! 
1945 40. 44 1 88 Te 12 
194¢ 19. 78 ai) 413. 52 13 
1947 59. 34 7.09 52. 25 12 
1948 59. 49 6. 99 5 FY) 12 
1949 52. 94 6. 34 16. 60 12 
1950 54. 22 7. 57 16. 65 14 
1 95 l 50 > 5 2 ey) 7 1 e 
1952 56. 36 7.91 48.45 14 
1953 , §. 91 49. 34 I 
1954 55. 2 ol 48, 24 
1955 54. 95 7.0 47. 89 1 
1956 55. 86 7.02 48. 84 ] 
1957 3 56. 46 6.9 9.5 l 
1954 

M } 5 BR & 72 12.7 

i 3 7. 03 18. 29 

Septem! 7 7.17 17. 80 j 

Decembel 55.1 OR in HO 
195 

Marcel 54. 94 . 99 47. 95 

Jun 54. 68 6, OS 417.70 < 

‘tember 54. 89 7.24 17. 65 13 

December 55. 29 7.02 418, 27 13 
1956 

March 5. 52 7.08 48, 44 13 

June 55. 75 7.19 8 AG 13 

September 55. 96 + 6.93 19. 03 12 

Dece ner 56. 22 x6 49. 36 i2 
1957 

March 56. 41 6. 62 19.79 12 

Ju 6.43 7 49, 38 I 

Se ot ber 6. 54 7 7 19. 47 13 
Overalls 

1951 3. 85 S4 3. 01 22 

1952 3. $2 71 3.11 ig 

1953 3.79 63 3. 1¢ 7 

1954 3. 68 63 3.05 17 

19 3. 63 64 2.99 18 

195 3. 74 60 3.14 16 

195 3. 80 8 3. 22 15 


See footnotes at end of table 
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TABLE 4.—Cotton produces: Average retail cost of a family’s purchases of 42 articles 
and of 3 individual articles of clothing, farm value of equivalent quantities of cotton, 


marketing margin, and farmer’s share of retail cost, 1927-57 \—Continued 


; Retail Farm Market- | Farmer’s 
Year and month cost 2 value 3 ing share 


margin |(percent) 


Work shirts 


1051 $1. 68 $0. 30 $1. 38 18 
1952 1. 60 27 1. 33 17 
1953 = ‘ost 1. 56 24 1, 32 15 
1954 re 1. 53 24 1. 29 16 
1955 1. 51 24 1. 27 | 16 
1956 1. 62 24 1.38 15 
1957 5 1. 67 23 1. 44 14 
Business shirts 
1951 3. 75 34 3. 41 9 
1952 3. 64 31 3. 33 9 
1953 3. 68 2 3. 40 8 
1954 3. 65 28 3. 37 s 
1955 5 3. 62 28 3. 34 ~ 
1956 3. 61 28 3. 33 8 
1957 5 3. 65 28 3. 37 8 


Annual estimates are simple averages of data for March, June, September, and December 
? Retail costs were originally computed from prices collected by the Bureau of Labor Statistics, weighted 
by average number of articles purchased annually by families of wage earners and clerical workers (from 
1934-36 survey Beginning 1943 retail costs are based on indexes of retail prices of cotton clothing and 
housefurnishings prepared by the BLS 

3 Estimated prices received by farmers for cotton of grade and staple lengths used in the manufacture of 
the various articles, weighted by quantities of cotton required 

‘ Before payment of processing tax which was in effect from August 1933 to January 1936 
quantity of cotton required amounted to 37 cents in 1933 and 89 cents in 1934 and 1935 

§ Preliminary. 


Che tax on the 


MARGINS, COSTS, AND PRACTICES PUBLICATIONS ISSUED, JANUARY 1957- 
FEBRUARY 1958 


Do Trading Stamps Affect Food Costs, AMS, Marketing 
147, January 1957. 

Losses from Quality Deterioration and Shrinkage for Corn 
Farms, AMS-166, Mareh 1957. 

Development of the Commercial Poultry Slaughter Report, AMS-174, March 
1957. 

Lamb Marketing Costs and Margins, Marketing Research Report No. 159, April 
LOD7. 

Lamb Prices, AMS, Leaflet No. 413, April 1957. 

Losses from Shrinkage and Quality Deterioration of Corn Stored 
Elevators and at Bin Sites in lowa, AMS—173, April 1957. 

Special Margins and Costs Studies, Marketing Research Report No. 167, April 
1957. (Reprinted from hearings (pt. 2) before the subcommittee of the Com- 
mittee on Appropriations, House of Representatives, 85th Cong., Ist sess.) 

Marketing Molasses in the Feed-Mixing Industry, AMS, Marketing Research 
Report No. 174, May 1957 

Trading Stamps and the Consumer’s Food Bill, Marketing Research Report 
169, May 1957. 

Orange Tree to Breakfast Table: Marketing Costs and Margins for Florida 
Oranges, Marketing Research Report No. 164, June 1957. 

Processing Poultry Byproducts in Poultry Slaughtering Plants, Marketing Re- 
search Report No. 181, June 1957. 

The Use of Packing Labor in Florida Citrus Packinghouses, Florida Agricultural 
Experiment Station Agricultural Economics Mimeo Report 57-8, June 1957. 

A Method of Allocating Citrus Packinghouse Costs, Univ. of Florida Agricultural 
Economics Mimeo Report No. 58-1, July 1957. Univ. of Florida in cooperation 
with AMS. 

Conversion of Small Hydraulic Cottonseed Oil Mills Into Higher Oil-Yie'ing 
Mills, Marketing Research Report No. 187, July 1957. 

Costs of Packing Colorado Peaches in 1956, Marketing Research Report No. 179, 
July 1957. 

How Bulk Assembly Changes Milk Marketing Costs, Marketing Research Report 
No. 190, July 1957. 

Marketing Margins and Practices for Turkeys Sold in Three Eastern Markets, 
Marketing Research Report No. 191, August 1957. 


Research Report No. 


Resealed on Iowa 


in Country 


VO. 
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Costs and Efficiency in House Packing Western Head Lettuce, California Agri- 
cultural Experiment Station Mimeo Report No. 199, September 1957. 

Costs of Butterfat Sampling and Testing Programs, AMS—212, October 1957. 

Quality and Cost of Ginning American-Egyptian Cotton, Seasons 1952-53 and 
1953-54, Marketing Research Report No. 199, October 1957. 

Case Study of Labor Costs and Efficiencies in Warehousing Formula Feeds, 
Marketing Research Report No. 205, November 1957. 

Cost Standards for a Model Stationary Custom Feed Mill for the Midwest, 
Preliminary Report, AMS-215, November 1957. 

Farm-Retail Spreads for Food Products, Miscellaneous Publication No. 741, 
November 1957. 

Marketing Charges for California Long White Potatoes Sold in Los Angeles, 
Chicago, and New York City During the 1956 Season, Marketing Research 
Report No. 195, November 1957. 

Marketing Costs and Margins for Chicken Fryers and Fowl] Sold in Chicago and 
Minneapolis-St. Paul, Marketing Research Report No. 195, November 1957. 
The Wage Factor in Retailing Meat in 4 Cities, Marketing Research Report No. 

202, November 1957. 

Comparative Costs of Alternative Methods for Performing Specific Operations in 
florida Citrus Packinghouses, cleared for publication by Florida Agricultural 
Experiment Station. 

Milk Distributors Sales and Costs, issued quarterly. 


REPORTS ISSUED IN OTHER PUBLICATIONS, JANUARY 1957—FEBRUARY 1958 


Use of Trading Stamps in Marketing Food, Agricultural Marketing, January 1957. 

Trends in Marketing Costs, Agricultural Marketing, January 1957. 

Marketing Margins for Beef and Pork, The Marketing and Transportation Situa 
tion, January 1957. 

Marketing Margins for Poultry and Eggs in the United States and Selected Cities, 
The Marketing and Transportation Situation, January 1957. 

Marketing Costs and Margins for Fruits and Vegetables, The Market 
Transportation Situation, January 1957. 

Marketing Costs and Margins for Dairy Products, The Marketing and Transpor 
tation Situation, February 1957. 

Trends in Marketing Lamb, Agricultural Marketing, May 1957. 

Farm Food Marketing Bill, Agricultural Situation, September 1957. 

How Can Dairymen Decide Whether to Use Tanks? Agricultural Si 
October 1957. 

Slicing Up the Chicken Costs, Agricultural Marketing, October 1957. 

Retail Marketing Costs for Turkeys, Agricultural Marketing, November 1957. 

The Wage Factor in Retailing Meat in 4 Cities, Agricultural Marketing, November 
1957. 

Turkey Growers Like Selling on Grade-and-Yield Basis, Agricultural Marketing, 
December 1957. 

Livestock Markets Are on the Move, Agricultural Marketing, December 1957. 

Marketing Costs Keep Going Up, Agricultural Marketing, January 1958. 

Changes and Trends in Food Marketing Industries, Agricultural Marketing, Jan- 
uary 1958. 

The Shorter Workweek in Agricultural Marketing Industries, Agricultural Mar- 
keting, January 1958. 

How Do You Sell Your Turkeys? Agricultural Situation, January 1958. 

Marketing Margins for Dairy Products, The Marketing and Transportation Situ- 
ation, January 1958. 

Farm-Retail Spreads for Poultry and Eggs in the United States and Selected 
Cities, The Marketing and Transportation Situation, January 1958. 

Price Spreads for Eggs in Washington, D. C., The Marketing and Transportation 
Situation, January 1958. 

Farm-Retail Price Spreads for Fruits and Vegetables, The Marketing and Trans- 
portation Situation, January 1958. 

Concentrated Whole Milk is a Qualified Challenge, Agricultural Marketing, 
February 1958. 

Power and Labor Costs, Agricultural Marketing, February 1958. 

The Changing Market for Vegetables, Agricultural Marketing, February 1958. 

Use of Soybean and Cottonseed Oil in Margarine and Shortening, Agricultural 
Marketing, February 1958. 


ing and 


tuation, 
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OTHER DISSEMINATION OF PRICE SPREAD INFORMATION, 
JANUARY 1957—FEBRUARY 1958 


Marketing Costs, by D. B. DeLoach, statement presented at the Annual Out- 
look Conference, November 1957. 

Marketing Costs, Farm Prices, and the Farmer’s Share, by Kenneth E. Ogren, 
statement presented before the Subcommittee on Agricultural Policy, Joint 
Economic Committee, December 17, 1957. 

Costs of Marketing Major Farm Products, by D. B. DeLoach, statement presented 
before the Subcommittee on Agricultural Policy, Joint Economic Committee, 
December 17, 1957. 

USDA Television Service Package Program No. 190, Why Marketing Re- 
search? February 14, 1957 (based on general publications, includes informa- 
tion on margins and costs). 

USDA Television Service Package Program No. 207, Delivering Your Food, 
June 13, 1957 (based on Miscellaneous Publication No. 738). 

USDA Television Service Package Program No. 248, Beef Goes to Market, 
November 28, 1957 (based on Miscellaneous Publication No. 710). 

USDA Television Consumer Series : 

Where Does Your Food Money Go? 

No, 1. The Price of Bread, July 1957 (based on Miscellaneous Publica- 
tion No. 712). 

No. 2. The Price of a Peach, September 1957 (based on general pub- 
lications). 

No. 3. The Price of Milk, October 1957 (based on Miscellaneous Pub 
lication No. 733). 

No. 4. The Price of Pork, November 1957 (based on Miscellaneous Pub- 
lication No. 711). 


LINE PROJECTS COVERED BY APPROPRIATION FOR SPECIAL Stupy OF PRICE SPREADS 
AND MARKETING PRACTICES, JANUARY 1, 1957—FesBRUARY 1958 


PROJECTS ACTIVE 


OC 1-13. Flaxseed storage practices related to deterioration, costs, and returns 
to growers, 

OC 1-14. Effects of different methods of handling sugar on costs, margins, and 
efficiency. 

OC 1-20. Costs of grade change and shrinkage of wheat in different types of 
storage. 

OC 1-22. Quarterly measurement and analysis of margins, costs, and efficiency 

in distributing fluid milk and cream products for 80 selected plants. 

OC 1-24. Marketing costs and efficiency in the mixed feeds industry. 

OC 1-26. Efficiency of marketing western grown head lettuce. 

OC 1-29. Measurement of components of farm-to-retail price spreads for selected 
food commodities on a continuing basis. 

OC 1-82. Cost and efficiency of distributing milk through vending machines. 

OC 1-34. Marketing margins and costs for eggs cartoned in the Midwest and sold 
in distant cities. 

OC 1-36. An economic analysis of costs and practices in handling and packing 
early-crop potatoes. 

OC 1-37. Economic analysis of poultry-dressing plants in New England. 

OC 1-41. Economies in converting small cottonseed oil mills into higher oil 
yielding type mills. 

OC 1-48. Cost and efficiency in wholesaling frozen foods. 

OC 1-44. Costs and margins of marketing livestock, meats, and meat products. 

OC 1-46. Analysis of farmer-to-consumer price spread in relation to marketing 
agencies involved and services performed in the marketing of dairy products 
in selected cases. 

OC 149. Economic and engineering studies of fruit and vegetable handling, 
packing, and packaging. 

OC 1-53. Effects of mandatory inspection on costs and efficiencies of poultry- 
slaughtering plants. 

OC 1-55. Economic effects of electronic and mechanical egg-grading devices on 
the marketing of eggs. 

OC 1-57. Costs and benefits of treatment and disposition of sewage from poultry 
slaughtering plants through irrigation systems. 


21494—58—pt. 3 4 
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OC 1-59. Evaluation of economic effects of trading stamps and other promotional 
devices. 

OC 1-61. Development of improved costing procedures for poultry-slaughtering 
plants. 

OC 2-53. Extent and effects of major labor-employment practices on the costs, 
adequacy, and structure of agricultural marketing. 

OC 3-1. Marketing situation and outlook reports. 

OC 3-2. Development, maintenance, and analysis of farm-to-retail price spreads 
and other marketing statistics on entire marketing process. 

OC 3-14. Providing statistical and economic information relating to the market- 
ing of agricultural products. 

PROJECTS INITIATED 

OC 1-38. Marketing costs and practices for peaches. 

OC 1-45. Marketing margins for oilseeds and animal fats used in the manufacture 
of food products. 

OC 1-62. Costs of marketing fresh citrus fruits grown in Florida and Texas. 

OC 1-63. Margins, costs, and trade practices in marketing chicken fryers, eggs, 
and turkeys in the San Francisco area. 

OC 1-64. Buying turkeys from producers on the basis of ready-to-cook weights 
and grades. 

OC 1-65. Effects of keeping and utilizing proper records on the costs and efficiency 
of processing and distributing dairy products. 

OC 1-66. Effect of dating regulations on costs of milk processing and distribution. 

OC 1-67. Margins, costs, and trade practices in marketing frying chickens, eggs, 
and turkeys in the Northeastern States. 

OC 1-68. Analyzing price spreads, margins, and costs for grain and feed products, 

OC 1-70. Costs and efficiency in marketing eastern apples. 

OC 1-71. Costs and efficiency in operating alfalfa dehydrating plants. 

OC 1-73. Marketing costs and efficiency and the organization of the California 
date industry. 

OC 2-99. Marketing of products of class III milk in the New York milkshed. 

Oc 2-100. Effect of marketing changes upon marketing costs and upon demand 
and consumption of poultry meat. 

Projects completed 

OC 1-40. Handling practices and marketing costs for Florida sweet corn, 

OC 1-42. Power and labor utilization in cottonseed oil mills. 

OC 1-47. Impact of St. Lawrence seaway on costs of marketing agricultural 
products, with emphasis on grain and grain products. 


INFLUENCE OF PRICE ON VOLUME OF FOODS CONSUMED 


Mr. Wuirren. Dr. Paarlberg, I think it will get us into a real depres- 
sion if raw material prices continue to go down and down. It is my 
belief that it has led to depressions in the past. It disturbs me to see 
the press and many national leaders argue that the thing to do is spend 
more money on defense contracts. Defense contracts, at best, may be 
essential to our safety, but the defense dollar never contributed an 
earned income dollar to the Nation in history. It isa dead weight that 
we have to carry and it would be so much more sound, in my judgment, 
to see that the base of our economy, which is the raw-material level, 
got its fair share of the national income dollar. 

You and the Secretary constantly insist that by reducing the prices 
to the farmer you will increase consumption. Now it is my under 
standing that the lack of food is not what is bothering the United 
States, that we rather eat too much. 

If the people in Florida gave away the citrus on the trees, or the 
people growing tomatoes in my State, around Crystal Springs, gave 
them away, or if the fellow producing cotton in my section just gave it 
to the mills, under our system I honestly wonder whether there would 
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be any increased consumption at all. It might shift from potatoes 
and hamburger to steak, but in total « uantity of food consumed or 
in clothes worn, the on fellow would wear one suit a day. If the 
farmer gave it all away, I doubt if you would increase consumption 
3 pere ent. 

And under our system the commission man goes down to Florida 
and buys citrus and ships it north, and everybody marks it up to the 
point that they can get by with and still sell it. You might have a 
little drop in the citrus-fruit market the first 2 weeks but, so help me, 
after that if it were all given away the retail price would be right 
back at the thing which ‘controls it, and that is buyer resistance. 

Now do you still believe that reductions in these prices would in- 
crease consumption ? 

Mr. Paarvperc. Putting the whole thing together, in the aggregate, 
a reduction in price will “be ace ompanied by a much, much smaller 
increase in consumption of agricultural products. 

If you dropped the over: all average price of farm products by 10 
percent in the short run, the cons sumption would go up—well, differ- 
ent researchers have come out with different figures. I have heard 
figures like 1, 2, 3 percent—I don’t know exactly what it would be. 
Now, over time, this figure would become-larger as people became 
adjusted to it, as new markets were developed, export markets would 
grow. 

Mr. Wuirren. Well now, let’s put it this way. Let’s don’t get ex- 
port mixed up with this. There has never been any connection be- 
tween export and support. Insofar as the law is concerned, there 
has never been any tie between export prices and support levels, has 
there ? 

Mr. Paar.perc. The CCC operations permit exports at competi- 
tive prices. 

Mr. Wuirren. Let’s take your family, the neighborhood in which 
you live or anywhere in this country. Now, you may have some lazy 
people, you may have some indigent people, | you may have some elder ly 
people, but is there anybody that doesn’t eat about as much now as 
they would if the prices were different. 

Willa change in prices change what you eat ? 

Mr. Paartuere. It will change what you eat. Given more time the 
chanees will be eel 

Hfere is what would happen. They would consume more of highly 
palatable and highly nutritious foods like beef, livestock products in 
general. These products t: ake a lot more in the way of human labor 
and land to produce a man’s food supply than do some of the other 
products. 

So that if the overall level of prices was dropped, as you indicated, 
and some time went on to permit the adjustments, we would consume, 
I think, pretty near the same amount of calories. We would consume 
more proteins, we would consume more meat and milk and eggs. We 
would consume more 

Mr. Wuirren. You are talking about changes now. 

Mr. Paarteerc. We would consume more fruits and vegetables. We 
would consume probably less of wheat, potatoes, and similar foods. 
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Mr. Wurrren. Now you are referring to retail prices. If the retail 
price went down, it might have the effect you are talking about. But 
under our system, where each fellow sells for what the traffic will 
pay, what basis do you have for believing that retail prices would go 
down? And before you answer | would like to point out that each 
time you have reduced prices, it didn’t get passed on to the consumer. 

Mr. Anpersen. Mr. Chairman, might I interrupt at this point? 

Mr. Wurirven. Let him answer first, Mr. Andersen. 

Mr. Anpersen. This will only take a moment. 


EFFECTS OF REDUCED DAIRY PRICE SUPPORTS IN 1954 


What I wanted to say in relation to your last statement, Dr. Paar!l- 
berg, is this: Senator Edward Thye told me this morning about the 
drop in 1954 in price supports in dairy products. He said that hold- 
ing it up was doing just what you had said it would do, Dr. Paarlberg, 
that it would develop more consumption and eventually bring more 
return to the dairy producers. 

That it did do. It brought a benefit of four-tenths to the consumer. 
The consumer benefited by only four-tenths in that particular drop, 
and the processor got the balance. 

I believe those are figurés right out of your department, Mr. Wells. 

Mr. Wetts. Yes. 

Mr. ANDERSEN. So it would seem that the big result of that drop 

price support, Mr. Chairman, went directly to the processors. 

Mr. Wuirren. One thine that I would like to point out about this 
report is that, perhaps the Secretary has not understood that when 
your price supports are 80 or 60 percent, the Government is going to 
end up with only the surplus. 


PRICE SUPPORTS AND SURPLUSES 


Mr. PaartperG. The size of the surplus will differ, depending on 
your supports. 

Mr. Wuirtren. But what the Government is going to end up with 
is the surplus. 

Mr. Paariperc. It might be a low surplus in a year of low sup- 
ports and a high one at a high support level. 

Mr. Wurrren. That might be entirely possible, but the fact is the 
Government is going to wind up with the surplus. 

Then you have to consider the Trade Act. We have to meet our 
world trade and our special uses in meeting competitive prices 

Mr. PaarteerG. Authority was provided to do that. 

Mr. Wurrrten. If you let the farmer get 60 percent of parity, that 
is 60 percent of parity as compared with all these other segments. 

Mr. Paarteerc, Compared with what? 

Mr. Wuirren. Compared with all these other segments of our pop- 
ulation, such as labor and industry. 

If you let that condition exist, is not the farmer subsidizing the 
other segments of our economy ¢ 

Mr. Paarteerc. In my opinion the farmer is subsidizing a number 
of other segments of the ec onomy, in 2 number of respects, “Mr. ( Yhair- 
man. He educates the young people in the rural areas. That is part 
of the local cost. And th ese young people in many cases migrate to 
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other areas at a productive age. This is a sort of subsidy that agri- 
culture provides for the rest of the economy. There are others. 

Mr. Wurrren. Let us look to the monetary end of the question now. 

We will say that the farmer was getting 50 cents out of the consumer 
dollar 6 or 7 years ago, but now he is getting 40 cents. In the mean- 
time, let us assume that the other group got 50 cents and is now getting 
60 cents. 

My question is: If the former situation was the normal one, does if 
not mean that the farmer is now subsidizing that group to that extent ? 

Mr. Paaruperc. I would say yes. But there is a big “if” there. 

[f I might, I would like to point out a couple of pretty big questions 
that are involved in giving an answer to your statement. 

One is the question of whether the period to which you are relating 
was a normal one, which it may not have been. We have been ti alking 
about 1947, 1949. 

Mr. Wuirren. If I am not mistaken, I believe you said that the 
farmer has been living a little too high on the hog, or higher than he 
had a right to expect. 

As I recall, you said that a farmer had no right to continue to expect 
to live like people, or something to that effect. 

Mr. Paartperc. No. Do not misquote me, because I would not want 
to be misquoted. 

Mr. Wurirrten. I would be glad to have your exact remarks on the 
record. 

Mr. Paartrerc. I cannot give you the words verbatim. But what 
I said was that this period Was a period in which there was a tre 
mendous market for farm products at home and abroad. I said that 
production costs had not yet risen and had not yet been hardened into 
the price structure. I said they were years of wonderful yield and 
that they were years which, for those reasons, could not be counted 
as normal. I said this was a dream world. 

Mr. cepa rTEN. chase: that was saying it in a left-handed manner 
You told us a little bit about your recollection. Perhaps I was sort 
of building it up while you were toning it down. 

I would be glad to h: ave you put in the correct words, because I do 
not mean to misquote you. 

We have seen where farm income has gone down and that was 
followed by unemployment. We have seen what conditions are in 
agriculture areas. ; 

We have the records of your Departme nt which show that, while 
farm pr ices have bee ‘n reduc ed, the profits of the rest of the economy 
have increased. Or, as some people would say, the rest of them in- 
creased their profits because of the low prices that made up the 
difference. : 

Are you still convinced that the answer is further reductions in 
price supports? 

Mr. Paartperc. Might I ask: This is not the answer? 

do not think there is any one answer. There are a number of 
things that should be taken into account: 

Mr. Wuirren. We are still told by the Secretary that our answer 
is to give him authority to reduce price supports on a 60 percent basis. 

Mr. Paarteera. This is a part of the program that the Secretary 
has laid before the Congress. I might say that I personally find 
myself in full accord with it. 
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A number of things should be done. Not just that one thing should 
be done but a number of things should be done. 

Mr. Wauirren. What are some of the other things that should 
be done? 

Mr. Paaruperc. I would say that instead of more restriction on 
agricultural production there should be less restriction. That is a 
very, very impor’ tant part of it. 

Mr. ANDERSEN . Might I point out something here, Mr. Chairman ‘ 

Mr. Wurrren. Yes, Mr. Andersen. 

Mr. Anpersen. I would like you to consider for a moment my 
Minnesota farm, now, what restrictions are there on my production 
in Minnesota? On my farm I produce just what I want to produce. 

Of course, naturally, I cannot get any—— 

Mr. Paariperc. Then you do not follow your corn allotments. 

Mr. AnperseENn. I was not able to follow it because of the fact that 
I could not get a sufficiently large allotment to make it economically 
feasible to do so. But outside of that, I do not see any control on 
my 369 acres at all. 

While I am at it, I will say that I don’t appreciate hearing the 
Secretary talk about “Four Freedoms.” I have all the freedom I 
want to produce, except that I do not have the freedom to get a fair 
price for what I produce. 

I just wonder, Mr. Chairman, exactly what Mr. Benson means when 
he talks about freedom of action by the individual farmer. 

We have always had all the freedom of action that we care to have. 
It was voluntary with us whether or not we wanted to go into 


corn base. We decide d not to do SO. As Pe as production s con 
cerned, there has been no hamstringing of us whatsoever. In my 
opinion, that is where Mr. Benson is missing the boat. And I do 
want that right on the record. I think the aver: ge farn is getting 
sick and tired of hearing ot his freedom to do 1 11S or “his la K ot 
freedom to d hat. What we need is a fair price for what we pro 


duce, gentlemen. 
Mr. Marswaru. If my colleague will \ ield to me. 
Mr. Anpersen. Yes, sir, Mr. Marshall. 


IMPRESSIONS GAINED AS RESULT OF TRIP TO ARGENTI> 


Mr. Marsnary. I would like to tell you about the trip that son 
of us took last fall, when we visited a country where there is a con 
siderable amount of individual freedom. We visited Argentina. In 


Argentina, the man driving a car is not bothered with stop signs 
he 1s not bothered with stopligh s: he is not bothered with anything 
that interferes with him in any way whatsoever except the man 


driving the other car. Of course. you cannot do anything about the 
other man, because he has his individual freedom, also. 

We took a trip out in the country. Out there, the farmer is not 
bothered with any kind of controls. Take the prob lem of insects. If 
the fire ant takes over his pastures and takes over his fields, 7 perhaps 
the fire ant has some freedoms, too. And it seems like the farmer 


not concerned about that. Alongside of the road, also, we saw live 
stock lying there dead. The farmer was not even required to nary it, 
because that would interfere with his individual freedom. Te all 


know of the great livestock industry in Argentina, and it is a great 
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livestock industry. But it seems that a good percentage of the cattle 
stays alive because they have become immune to foot-and-mouth disease 
and for no other reason. So, it is a country that is very free of con- 
trols. 

Mr. Paarvperc. In certain respects. 

Mr. Marsnaty. Yes. In certain respects. But, in spite of the fact 
that these freedoms of the individual do exist there, they were unhappy 
about it, apparently. That is demonstrated by the fact that, in the 
election the other day, instead of going to support the rightist govern- 
ment they swung away to the left. 

There seems to be quite a strong possibility that the fact is that 
every time you get into a position “where you are going to carry on 
what we might term to be a conservative brand of economics, it seems 
that lack of controlling the individual, resulting in what you might 
call an imbalance in society, that the community does have a tendency 
to swing to the left. 

Mr. Paartperc. I am not ready to generalize, especially on the basis 
of the Argentine experience. I am not an advocate of license. I do 
not confuse freedom with license. When I talk about freedom, I 
think about constitutional freedom, which solely restricts the individ- 
ual as to maximize the freedom for the group. This is my concept of 
freedom. For example, I think that, under some of our marketing 
orders, there is a restriction of freedom on the part of the individual, to 
some extent. 

I have no difficulty in administering such laws. I do not find them 
to be contrary to my philosophy. What I find to be contrary to my 
philosophy is when we enact legislation which does not have the i 
tended effect of improving the farmer’s condition, which restricts his 
operations to a considerable degree. In so doing, instead of improving 
his economic con dition, it loses markets for him and in the end has him 
wind up with a smaller income. That is the thing that disturbs me. 

I am not arguing this asa philosophic point. I would argue it on 
the basis of what works and what does not work. 

Mr. Marsnaun. All right; let us get down to an individual instance 
that happened to me this year. I sold my hogs from my farm. We 
-had some hogs that were doing extremely well. In fact, we were ex- 
tremely busy on the farm and some of the hogs had done too well so 
that they got to weigh more than what the marketing weight was. 

Mr. Paartpera. Yes. I understand. 

Mr. Marsnaun. The man that picked up my hogs said, “It looks 
like these hogs, to me, are too heavy to bring top price in South St. 
Paul.” So, we picked out three runts—and I will say I hate to admit 
that I had some, but I did—and we decided to put them in with the 
others and take them down. Now. these hogs went down to South St. 
Paul, which is a good livestock market, and because we had these three 
little hogs in there they brought the weight down. So that the whole 
group of hogs, with the heavier ones, went through as top hogs. Now, 
I will say, sir, that, if it takes regulation to give me a fair price, I am 
through with regulations. I think that is a very poor way to market 
hogs. 

Mr. Paartpera. That is my opinion, too, if you will forgive my 
saying so. 
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DEVELOPING IMPROVED MARKETING SERVICES AND TECHNIQUES 
TO HELP FARMERS 


[ also want to mention this: We are trying to develop in the Agri- 
cultural Marketing Service improved marketing services and tech- 
niques and procedures to improve pricing arrangements and methods 
of reflecting back to the farmer the real cutout value of the hog carcass. 
This would make it difficult for this kind of practice to occur. 

Mr. MarsHatn. You can see that, eventually, it would indicate that 
the hog farmer gets his fair return only through regulation. That is 
the only way be “which we can arrive at an answer to that. 

Mr. Paarueerc. I think that a large share of this can be accom- 
plished by needed modifications of the marketing structure, perhaps, 
with some legal assistance. It would be my hope that it would not be 
necessary to re omen t the whole ms arketing proce ess in order to accom- 
plish this objective. A number of very important advances have 
been made in the marketing area by education, research, voluntary 
reform. I should think that that is a better pattern, where it can be 
vein tis than making it mandatory for the marketing people to fol- 
low certain practices. However, I do agree that, in some cases, there 
must be regulation, in the public interest. 

Mr. Marsnatu. As long as 40 years ago my father sold breeding 
stock to Canada, which was a Yorkshire hog, which was a meat type 
hog. And in Canada, through their regulations of their marketing, 
they have built up a market for Canadian bacon, which was largely 
new-type hog. 

sut-they did it porte’ regulation. 

We have been attempting for over 40 years to do that thing in this 
country by a m: ther of trying to inform people and soon. Yet, when 
I sold my hogs in the last fall at a market in south St. Paul—which is 
a good market, in south St. Paul—I could not get the top price for 
my hogs because there were three runts put in with a bunch of pigs. 

You willa I think, that that does not help the consumer and it 
does hurt the Tbotiatieks terribly. 

Mr. Paartrera. I agree. 

Mr. Wuirren. I will say that this committee last vear called on the 
Department of Agric ulture to see what they could do to develop this 
and to get off dead center on it. I wonder what happened about that 
part si tha cdeinittes report 


STUDIES AND OTHER DEVELOPMENTS ON MEAT-TYPE HOG 


Mr. Paarteerc. Mr. Wells can answer on that. 

We sent some men to Canada on that for a study and they made a 
report. 

Mr. Wetts. Several things have happened, Mr. Chairman. 

We did send a group to Canada to study what is going omin Canada. 
Mr. Herrman and Mr. Trelogan will tell you what they did. 

Also, the American Meat Institute announced—shortly before July 
, 1f I remember correctly—that their members stood ready to buy 
seapadty sorted hogs on a merit basis. And I think they have done 
that in a number of places, where they ship what is ordinarly called 
U.S. No. 1, or Min enue i No. 1, or more generally, a “meat-type” hog. 

We have intended to discuss that. 
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Mr. Wurtrren. We will be glad to go into that. 

We might even write it into this appropriations bill: So you might 
give some thought to writing proper language to cover it in the act. 
It would be subject to a point of order, but you might put it in here, 
anyway. 

(Material referred to follows:) 

The Department of Agriculture is not at this time in a position to suggest 
legislative language to force the marketing of hogs on a mandatory sorting or 
grade basis. Rather, the Department believes improvement should come through 
research, education, and the voluntary efforts of producers, market agencies, 
meatpackers and others, including the wholesale and retail trade. 

Mr. Wuirren. Now, I have another thing to bring up. 

1 would just like to point out, with all due deference to the Secre- 
tary personally, that we do have very strong differences of view in 
agricultural matters. 


FACTORS INFLUENCING PRICE SPREAD FROM FARM TO CONSUMER 


Krom this record, as I see it here, under these regulations that you 
have been able to put in effect in reducing prices, during that period 
the farmer’s take has decreased to 40 cents. 

One way of expressing that is that the farmer got 20 percent more 
freedom for 20 percent less money. 

And the other crowd goes on and gets happy as ducks under the 
Department of Labor and the Department of Commerce. They have 
no more freedom than they used to have but the y get <U percent more 
money. i believe the farm ers would like to trade places with the 
and 1 hey y might like to trade departments with these other segments. 

An i [ am serious when I say that. 

Mr. PAartpera. I would like to point out that while these changes 
that iin described are underway, Mr. Chairman, the product that 
the consumer is buying has also changed. From a chicken with only 


s blood and feathers removed, they have now moved to a frozen 
broiler that is cut up and ready to put inthe pan. 
Mr. Wuarrren. That is right. 


7 
But you must remember that the reason why you had that tremen 


it 


dous change was because the man who did that could pass the cost 
back to the » farmer. 

Mr. I »>A\ARLBERG. Some he passed back to tl » fa rmer, some he passed 
on to a consumer, and some he took for | himself 


Mr. Wurrren. Maybe that is right. 


When all is said and done, the farmer today i oetting 2U percent 
less of the consumer dollar, while those between the farmer and the 
consumer are getting 20 percent more of the consumer dollar. And 


the consumer dollar is the ceiling on what the farm products will 
bring at the retail level. 

Mr. Paartserc. This depends on what basis you are using for con 
parison. If you are comparing it on the basis of 1947-49, then this is 
true. If you take a base that is pre-World War LI, then you find that 
ihe farmer is now receiving I think a little larger share of the con- 
sumer’s dollar than he did at that period. 

Mr. Wutrren. What period was that? 
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Mr. Paarceera. I think if you will look, you will see that is true. 

Mr. Wetts. That is 19359 and 1940. About the same as for 1956 
and 1957. 

fr. Paartperc. Well, it is the same. It is the same as prewar. 

Mr. Wetts. It is also about the same as for 1912-14. 

Mr. Paaruperc. Yes. 

[t all depends on the period with which you compare it. You can 
compare it with my “dream world” period if you want to. I do not 
think you want to compare it with the depression. 

I think it is difficult to establish just what is normal. We have a 
fluid situation here, a change in the nature of the form of the product 
you are talking about. Therefore, it becomes difficult to make hard 
and fast and really meaningful comparisons. 

Mr. WHITTEN Cy hes want to say this: The American farmer is 
getting sick ind t ired of freedom. What he wants is some money. 
[ thing that is true of every one of them 

When the farmer looks around and sees every other segment of the 
economy increasing its take of the consumer dollar while he himself 
is getting less and less, is driving old trucks, and cannot buy new equip- 
ment, he is getting sick and tired of it. 

EFFORTS TO IMPROVE FARMER'S ECONOMIC POSITION 

Mr. Paartrerc. I am sure we are fighting vitally in every way we 
know how to improve the f irmer’s economic position. 

I recognize our viewpoint differs from yours in the method we would 
use 1n try is To achieve this objective. But the objective that you are 
trying’ ‘oO Ae hieve, in unproving the farmer's economic position, is 
identical with ours. 

Mr. Wuirren. Perhaps you might spell that out for us here. I 
think we might take a little time to do that. 

What are your proposed solutions as of today, after your 6 years 
( f experience? 

I would just like to know what your Department’s proposals are 
as of now, the proposals of the Department of Agriculture. I would 
ike to have you b rie! fly tell me that. 

do differ W ith Vou, hi l l an) will 2 TO listen and I would be olad 
Fi you to expand on it in the ree ad. 

Mr. Paartpera. Yes, sir. I will make a brief statement regarding 

It. 


KETS A TIOME AND ABROAD 


In the first place, ino we want to do is build markets so as to 
make it possible to use the abundant production of our agriculture. 

I think we have Soret that we cannot, with controls, really 
hold our agriculture in check. I agree with you on that point. There- 
fore, since we cannot halt the flow of these farm products we must 
build markets for them both at home and abroad, commercially and 
by extraordinary noncommercial methods. 

Mr. Warrren. Doctor, may I interrupt now—although I have been 
trying to avoid interruptions 

I would like to discuss markets abroad. Let us get back and point 
out that you have authority to sell abroad at any price now. So that 
is open to you and no change is necessary there. 
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Now I would like to ask you about something that you may wish 
to discuss, and I do wish you would take the time to point it out. 

Now, at home, just how much increased consumption of food and 
fiber do you think this country could experience under any kind of 
price reduction to the farmer? 

[ would like to have your estimate as to that. And I am talking 
about the domestic market. 

How much did you increase wheat consumption domestically now 
Also, how much increase in corn and how much in cotton 4 

Can you tell us the increase by major commodities ? 

How much more tobacco would be used if you reduced the price ? 

Could you please just go down the line and let us get this thing 
down to concrete terms ? 

Mr. Paartrerc. Of course, you realize I dm not w ing to exclude 
the exports items completely. 

Mr. Wuirrten. But let us get that settled once and for all as to what 
would be the result under the law. Under the law you are entitled to 
sell abroad at any price that it would take to move the commodities. 
That has been true throughout the years. 

So the indication is that the price-support level has nothing to do 
with the level at which you export. 

Of course, there is authority to sell without limit in competitive 
trade. That is the way it has been from the time the Agricultural 
Act was passed. 

Mr. Paarteerc. We covered this point in detail in previous ap- 
pearances, and I am sure we understand each other perfectly on that 


| thi ik That in specific commoditie S, such as il cotton, we-can build 
our mat kets a good deal. Pricew ise, we can become more competitive. 

In wheat. I do not think we can make as big a change, but we are 
opel to some feed uses, 


Mr. Writrren. What is going to happen to corn and milo and other 
, ? 
i 


grains, if you starting feeding wheat? I am now referring to the 
clomestic marke tC oF nerally. 

I am just trying to find out how you and the Secretary, or anybody 
else, can believe that reduction u | price to the farmer could increase 
substantially the overall consumption Rolneaiiialls of agricultural 
production. It is my belief that you cannot prove it. 

(Also, I do not believe Ghat, whe nh you try to spell it out und inerease 
in one place as against wha you would lose over in another place, you 
ire Poing to be happy with vour answer. 


M Pp RLBERG. May | develop the second pomet ft nN é 
Mr. Wuirren. Yes 


Mr. Paarteerc. The first point I said would be to try to build 
markets t home and abroad by av ariety of methods. (ne method 
would be bv using what we « ‘consider betté r pricing, with proper pro 
motte 


(nother way would be through improved quality, by better research, 
better education. It could be done by advancing utilization research. 
Lhe tnere would be the school lunch program, S chool milk pro 


It could be done by marketing orders, but a variety of progran 
building up. 
I would say that that would be the number one thing. 











1248 


PRODUCTION ADJUSTMENTS 


The second peg, now, on which I would say that you could hang 
this program would be to bri ing about the needed adjustments in pro- 
duction. 

Now, here we are in the middle of an agricultural revolution, a scien- 
tific revolution in agriculture. At least, that is what it amounts to. 
There are tremendous changes underway as we mechanize, as we in- 
crease the size of our units, as we increase our yields per acre and 
modify the whole marketing structure. 

Mr. DeLoach has testified to that. 

There are tremendous changes underway. We havea growing popu- 
lation. All this calls for changes in the way in which we use our agri- 
cultural resources, and we have to bring about these changes. We can- 
not freeze agriculture into the pattern that previously existed. ‘The 
pattern might have been right at that time but in today’s world it is 
not right. So we must make changes. 

These changes could be made and are being made, I think, through 
a variety of programs. One of those programs is the conservation re- 
serve, which we discussed a little while ago. That program, I think, 1 
useful in balancing up our resources with our markets. 


= 


PRODUCTION CONTROLS 


Another program I think is the acreage controls program. 

I think those controls have a useful place. I do not think they 
should pinch as tightly as they do in some commodities. 

Another way in which I think we can bring about these much 
needed adjustments is through more freedom in the market to price 
our products. 

If that is done, then I think we will shift toward those which 
an abundant | pprly oO} labor, whi ch use tremendous quant tities of 
land, our meat and milk and eggs. These are the products to which I 
am referring. If we do that, we can come nearer keeping our agri- 
cultural resources in use. Then we can come nearer to keeping our 
farm people profitably employed on our farms. 

Thus the second feature would include a variety of programs. 
There would be the needed adjustment in the conservation reserve and 
in the acreage allotments et they can be useful, better pric ing ar- 
rangements, better research, education, conservation programs, and 
what not. That would onletibe the second feature. 


MOVING SURPLUSES INTO CONSTRUCTIVE USE 


The third feature I would say would be this: To use in a constructive 
manner whatever agric ultural products we produce above what will 
move into use at the established level of prices. 

I am inclined to think that our production is so abundant—it can 
be so abundant—that we are likely to be faced with a heavy supply 
for some years to come, a greater supply than will be moved into use 
through commercial ch: annels at the established levels of pric e support. 

In my judgment, we must use this supply, export a lot of it, or most 
of it. That should Ne done through commercial channels whenever 
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possible. To the degree that it is not possible, we find extraordinary 
outlets. We barter, we make gifts when we can do this constructively. 

We bolster and support the foreign policy of the United States 
with these programs. And I think we can do that to a far greater de- 
gree than we have done it in the past. 

We can hold together the free nations of the world. I think we can 
help these countries to build themselves up economically and to trade 
with us more effectively in the long run. 

I would say those three are the things that in general represent the 
objectives that we are trying to reach. 

Mr. Wurrren. Thank you, Dr. Paarlberg. 

If you would care to make a further statement for the record on 
that, we will be glad to have it. 

Mr. Wurrren. I notice, Doctor, you did not mention lowering price 
supports. It has been my understanding that the key to all that 
program was a reduction in price supports to 60 percent. 

That is what I understand, according to what I have read in the 
press as to statements by the Secretary. 

Mr. Paartperac. Mr. Congressman, this is an unfortunate ex 
tion on one part of the total program, 

I mentioned the matter of price in several respects. I mentioned 
it in respect to adjustments. 

Mr. Wittrren. Apparently you believe it is esse ve . to bring about 
these things. You think it is an essential point to have that au 


Xaggera- 


«A 
t} ' ‘ 
thio ty. 


Mr. Paaruperc. I think that if this is not done, the needed adjust 
ments will be far more difficult to accomplish than if it is done 
That is the reason why I say it is important. 

Mr. Wurrren. Let me point out that of your 8-year term you have 
already had 5 years and you have 3 to go. And I must say your 5-year 
record does not give me much hope. Somebody had better vet busy 
in a hurry if they are going to dhe 1o" oe those things for which 
vou have high hopes, because in the la » years, the show has been 
going downhill. 


AGRICULTURE IN POSTWAR PERIODS 


Mr. Paar pera. Let me pomt out that we are in a postwar period. 
We ; i a period of adjustment from wartime markets peace 
time markets. We are in the midst of a ocrinoeanea revolution. 

In my opinion, we have never before experienced q ite this same 


combination of forces. We have gone through seth nie: re pealiiakienite 
before. There was postwar readjustment after the American Revolu 
tion, there was adjustment after the War of 1812, after the Civil War, 
and adjustment after World War I. Each one of these times was 
a period of great difficulty for agriculture. 

The postwar period of the past few years has seen relatively less 
difficulty for agriculture than was true in any of the other postwar 
periods. That is a matter in which I think we can take a great 
deal of pride and a great deal of comfort. 

We wish that it were better. But by comparison with similar 
periods, the record is relatively good. 
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Mr. Wurrren. ‘There is the statement, though, as we have pointed 
out so frequently and you have agreed, that farm income is price 
times volume, less cost. And the record is quite clear that the farmer 
can expect at least a continuing cost level equal to that existing now, 
if not increased cost. I will say I have been unable to see anythin ng in 
your testimony that offers the farmer any hope to increase substan- 
tially the tot: al volume of agricultural production. 

That would leave the situation, then, in this way: If the volume 
stays laiiles constant, and if the cost, at best, stays constant—and it 
certainly will not go down—then, every time you reduce price under 
that formula, farm income will continue to go down. Farm income 
has decreased from $14 billion plus down to about $11 bilhon or 

little less. I do not see any hope for it to stop short of disaster 
levels, if it has not alre: acy reached that level. 


FARM UNIT PRODUCTION COSTS 


Mr. Paar.eerc. Let me point out, if I may, Mr. Chairman, a few 
modifications that I would like to make to your premises. 

Mr. Wuirren. Yes 

Mr. Paarzeerc. In the first place, I might point out that there is 
a difference between the prices that farmers pay for articles and 
the product ion costs per unit. 

Now, it may well be that the prices stay high or that they go 
higher. But, if the farmer becomes more efficient, then, in all likeli- 
hood, his production costs per unit can go down. So that, even with 
the same price and the same volume, he can improve his economic 
position. 

Mr. Wurrren. I cannot argue economic theory with you. But let 
me bring it down to brass tacks. If that process of becoming more 
eflicient calls for buying more and more high-priced seed, with more 
and more delay, and if it calls for buying more and more fertilizer 
for cash and more and more defoliant and insecticides for cash, and 
if it requires buying ever-increasingly expensive International har- 
vesters and tractors and other equipment, it is going to be extremely 
difficult for the farmer’s unit costs to go down. 

That is because all the things that the farmer has to have to live 
under this modern changed agricultural world which you described 
come with all these other increases built into them. Your per-unit 
costs sound good, but, when all these factors in the farmer’s costs 
are constantly increasing, it is going to be extremely difficult for him 
to bring down the unit cost, if you take into consideration the invest- 
ment that he is having to make in buying a larger and larger farm 
so as to have an economic unit. 

Mr. Paareerc. In many commodities the unit costs have increased 
relatively little, despite all the difficulties that you have named. I 
would not underestimate the severity of these difficulties. 

Mr. Wuirren. We have taken up a lot of time on this subject. But 
I have done it for the reason that I think this is the key to the whole 
situation. And I do want to say here to the other members of the 
committee that I hope they will take up as much time as they like. 
You may proceed now with any questions you may have, Mr. M: arshall. 
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Mr. Marsuauyu. Dr. Paarlberg, part of your polic: vy has to do with 
the handling of agricultural commodities that are in surplus. What 
are the Department’ s policies in connection with the handling of 
agricultural products which are surplus ¢ 

Mr. Paar.perc. The policy, in general, is to move them into use 
as quickly as possible, with the maximum dollar recovery, and to do 
this without disrupting markets at home and abroad. I would 
that is the broad policy. 

Mr. Marsuauy. We have agricultural markets that at times become 
depressed because of a glut in the market. What is your policy in 
that connection, Doctor 4 

Mr. Paarueerc. If we can be helpful under those conditions, we 
move in to purchase these commodities and distribute them through 
such outlets as are available to us. We have authority to do that. 
We have funds to do it, as you know, under section 32. 

Mr. Marsuatt. I notice in your statement that you are recommend- 
ing that a special milk program be continued for a 2-year period. 

Mr. Paar.eerc. That is correct. 

Mr. Marsnatit. What I am wondering about is this: Since the De- 
partment has adopted this policy, what is your attitude in connection 
with other commodities that find themselves in a similar situation ? 
I am referring to commodities that you could handle under section 
32. In other words, why do you not pureh: ise some of these commodi- 
ties under section 32 when the market happens to be in a chaotic 
condition ? 

Mr. Paarteerc. We do this. We do it when w 
be helpful. 

We do not do it when we 20a? that undertaking it would be harm- 
ful rather than helpful. Also, it is a matter of judgment, very deli- 
cate and important matter of dee nt, to decide the cases in which 
we can be helpful and the cases in which we would not be helpful. 


e think that we can 


CURRENT HONEY SITUATION 


Mr. Marsnauy. At the present time, we have a market condition 
in connection with honey, and I would like to ask you about that. 

You have a considerable outlet for honey, do you not That is 
through your school-lunch program and other programs? 

Mr. Paartperc. We have a support program for honey. I might 
add that, as I understand it, we have not acquired stocks for a con- 
siderable period of time. We are required to support the price of 
honey at not less than 60 or not more than 90 percent of parity. I 
think that at present we are supporting it at 70 percent of parity. 
[ think there has been no activity under this program. 


Mr. Marsuaryi. Then you purchased no honey during this last fiscal] 
vear at all. Is that correct ? 


Mr. Paartperc. Yes. As a matter of fact 
chased any since 1953. 

Mr. Marsuati. My question now is: Considering the economics of 
the situation would not the purchasing of a little honey, for which you 
have an outlet, improve the market situation there? 


1 do not think we pur- 
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Mr. Paariperc. I am not well enough informed now to enable me 
to pass judgment on it. We endeavor to keep watch on these different 
commodities, to watch the troubled ones, and to keep our analyses cur- 
rent. Then if the opportunity afferds itself to move in and be helpful, 
we do that. 

Frankly, I was not aware that there was any difficulty in the matter 
of honey. 

I will go back to the Department and check on what the situation is. 
I would be better able then, of course, to respond to your question. 

Mr. Marsuauy. We would be glad to have you enlarge your remarks 
in the record in order to give us the complete picture concerning honey. 

Mr. Paartperc. Yes, sir. 


Mr. Marsuatt. The impression I have is that you are comparing 
honey and milk, for example, that here is one commodity that we are 
helping, with a special milk program, which we favor. I will say that 
I am in favor of that program, as is the Department in favor of it. It 
is a program that seems to have been working out fairly well and has 
even been projecting itself into a future market by familiarizing 
people with a taste for milk. 

My reason for bringing up the honey situation is this: It is a matter 
of trying to be consistent. It would seem to me that it would be fully 
as consistent to have a program with honey as it is having a program 
with milk, since you have the means available to you to do something 
to assist in moving the honey as long as the condition of the market 
in that commodity leaves much to be desired. 


I would like for you to just enlarge on that also in the record for us 
Mr. Paariperc. Yes, si 
(Statement referred to follows:) 


Honey production in 1957 was 242 million pounds which is only slightly above 
the five-vear average of 236 million but 14 percent more than in 1956, The 
increased production has had little depressing effect on the market, 


due to 
below average carry-in stocks. The presently estimated 195 


17 season average 
farm price for honey will refiect approximately 97 percent of the Season average 
parity price. 

Recent discussions with representatives of the honey industry indicate that 
some beekeepers are holding substantial stocks of honey in some States. Retail 
sales are reported to be above those of the past seasons. We understand that 
honey stocks in the hands of packers and exporters are low and they will need 
to buy to meet their current needs. Packers’ buying on the basis of current 
need differ from the manner in which they have purchased their stocks the 
past several years, when because of smaller crops they were forced to do their 
season’s buying early in order to insure supplies. 

A further item contributing to the disappearance is the maintenance of a 
relatively favorable level of exports. West Germany, the principal importer 
of United States honey, has taken 9,222,000 pounds from April through 
December 1957 as compared to 6,042,967 pounds for the same period in 1956. 

The Department has not acquired any honey under the price-support program 
since the 1953 season and little if any is likely to be acquired this year 

In view of the current domestic and export situation, and the relationship 
of prices to parity it does not appear that either Government purchases of 
honey for school lunch distribution or a payment program to encourage exports 
of honey is justified. 


Mr. Anpersen. Would you yield on that point, Mr. Marshall? 

Mr. Marswatu. Yes, sir. 

Mr. Anpersen. In connection with the honey problem alone, I 
want to say that I am glad you brought up this problem. 





I feel as you do, Mr. Marshall, that a little judicious purchasing 
at this time on the part of the Department of Agriculture through 
section 32 funds may, in the first alas, keep the honey market from 
declining further and, secondly, it may even turn the market upward 
to where it would not require too much of a purchase. 

I have seen that happen in the past, when even the announcement 
of a purchase program has done immeasurable good. 

But there is another factor that I would like to bring up here. 

In the school-lunch program the people back through our area 
are beseeching the Congress to try to provide them with some food 
materials which they may have for consumption in that program. 
I believe that here is one instance that we could do a lot of good both 
ways. 

Of course, I might say also that, as Mr. Paarlberg well knows, I 
approached him also in relation to the shell egg situation, which is 
very bad back through Minnesota. 

I am glad to see you call this to the attention of the Secretary. I 
wrote Mr. Paarlberg on February 21 regarding the market difficul- 
ties and suggested a purchase program. 


EVAPORATED MILK 


Mr. Marsuautt. Thank you. 

There is also another item in which I am somewhat interested, and 
that is this matter of evaporated milk. 

We have been purchasing dried milk, we have been purchasing but- 
ter, and we have been pure chasing other dairy commodities. 

Mr. Paar.perc. Yes, sir. 

Mr. Marsnatu. And we have been disposing of those commodities 
through the Commodity Credit Corporation. 

I believe there was mention made here the other day about the situa 
tion in the Philippine Islands. As I understand it, the United States 
has been a country that has been the supplier of evaporated milk to 
the Philippines traditionally. 

Mr. Paarveerc. At least for some years it has had that distinction. 

Mr. Marswatt. I believe that I am right in saying this, Dr. Paar!- 
berg, that in 1957, over 1956, that the Netherlands increased their ex 
portation of evaporated milk for the Philippines by something like 
60 percent. 

Are you familiar with the figure as to how much it is? 

Mr. Paarteerc. I know there has been a considerable increase. 1 
am not sure of the figures. 

Mr. Marsnatu. Now as to the reason for it. There is only one rea- 
son why the Netherlands are supplying evaporated milk to the Philip- 
pines. That is because they have been able to sell it for a lesser 
figure than our exporters have been able to sell our milk. 

Mr. Paarveerc. I think that is true. 

I think our quality is quite acceptable. It is a matter of price. 

Mr. Marswatt. In fact, the exportation of evaporated milk from 
the United States to the Philippines has been carried on traditionally. 
The Philippines have been very well satisfied with the quality of 
American milk. 

You do not know of any objection there ; do you? 
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Mr. Paartperc. I do not know of any objection to the quality. 

Mr. Marsuauty. Now I have a question in connection with this 
evaporated-milk exportation. 

Since our exporters of evaporated milk are losing their market to 
the Netherlands, why should we not, as a country, help the Depart- 
ment of Agriculture keep that market there ? 

Mr. Paaruperc. Well, we have been struggling with this problem. 
Thus far we have not put an export subsidy on evaporated milk into 
operation. There are a number of considerations that have caused 
us to take what is now our position. 

Evaporated milk is a manufactured product. We are now subsidiz- 
ing the export of some manufactured agricultural products. We are 
saatent to take additional steps in this direction % ‘“ause we do not 
know where we would draw the line if we would move further into 
this area. 

For example, if we did subsidize the export of evaporated milk, 
then somebody might come along and ask, “Why do you not subsidize 
the export of crackers, made from wheat?” Or they might ask: “Why 
do you not subsidize the export of cigarettes made from tobacco?” 

We have been concerned about the precedent that we would establish 
if we were to take this step. 

I think that is one of the important things that has thus far deterred 
us from providing the kind of help that you indicated. 


DISTRIBUTION OF SURPLUS COMMODITIES IN THE DISTRICT OF COLUMBIA AREA 


Mr. MarsHatu. I might say it is my privilege to serve on another 
Appropriations Committee which is the Committee on Labor-Health, 
Education, and Welfare. That committee, by the way, also has juris- 
diction over the Soldiers’ Home in Washington. The other day a 
representative from the Soldiers’ Home appeared before our com- 
mittee and there came up the matter of supplying food as part of 
the cost of meals. The question was proposed to them: Well, were 
they not eligible for surplus commodities ? 

The answer was that they were eligible for surplus commodities. 

We then asked them: What has been your experience in obtaining 
these surplus commodities? 

They said they have appreciated receiving surplus commodities, 
however, there was one thing that bothered them. That was that they 
did not know in advance as to just when they were going to get these 
surplus commodities. 

And that was somewhat of a problem. 

They said they could use more of these commodities if they were 
able to get them. 

Some of the members of the committee may recall that last year, 
when the people from the District of Columbia were before the com- 
mittee of Congress here they found that they were not taking ad- 

rantage of the school-lunch program in the District of Columbia, that 
they had not been obtaining surplus commodities from the C ommodity 
Credit Corporation. 

I am citing those two instances right in the shadow of the Capitol 
to see if I cannot find out some reason from you, since you are handling 
the surplus commodities and are trying to build a market for them, 
as to why such a situation as that would exist. 





1255 


Does not the Department of Agriculture have some responsibility 
in urging the use of these surplus commodities ? 

Mr. Paartperc. We have the responsibility to make them available 
to local units of government who have then the responsibility of dis- 
tributing them. 

We have followed the policy of making these commodities avail- 
able. We do not, as you know, have responsibility for actual distribu- 
tion at the local ‘level, these being matters that are carried on by the 
local and the State governments. 

I think it would be well for Mr. Wells and maybe Mr. Garber to ex- 
pand upon this point. 

Mr. Garhep is our man on this. 

Mr. Wetts. He is Director of our Food Distribution Division. 

Mr. Garser. In regard to the schools of the District of Columbia, I 
can say that the high schools are in the school-lunch program and 
are taking advantage of the surplus foods that we have, as well as the 
cash reimbursements. 

In regard to the institutions, the situation there is also similar. The 
basic things that we have in surplus are made available to them if they 
want to use them. 

At the present time, we are distributing wheat flour 
rice, cheese, dried milk, and butter to institutions. 

That is all that we have to make available to them at the present 
time. 

Mr. Marsnantit. When we get 
school-lunch program we will 
completely. 

Mr. Garper. Yes. 

Mr. Marsa. But right now I am trying to determine what is the 
policy of the Department. 

Let me ask: If you have commodities in surplus that you purchase 


with section 32 funds, do you let these people know that these cum- 
modities are available ? 


Mr. Garser. Yes, sir. 

We let the State agency know, or we let the District of Columbia 
agency know what we have available. Then they go ahead and either 
take advantage of them, or not. 

Mr. MarsHauy. Can you tell me then how a situation would arise 
such as we had here at the Soldiers’ Home, that we had up here just 
a matter of 2 or 3 weeks ago? 

And why would we have a situation occur like in the schools here in 
the District of Columbia, where they would be surprised to think 
that some of these commodities might be available to them ? 

Can you explain that ? 

Mr. Garser. Sir, I think that in the school system, in the high 
schools, that all of these commodities are being made available. 

But in the case of the elementary schools, they do not have a school- 
lunch program. They do not have the equipment to serve a lunch. 
Therefore they have no way to use the commodities. 

Mr. Marsnaui. Of course, as far as concerns your responsibility, 
you have no way to distribute anything of the surplus commodities 
until the Department. has cleared them. That is true, is it not? 

Mr. Garner. That is right. Yes, sir. 


, cornmeal, 


into the section dealing with the 
go into some of these matters more 
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Mr. MarsHau. So that, as far as you are concerned, it would seem 
there are two steps that we have involved here. One step is for the 
Department of Agriculture to acquire these commodities. The other 
is up to you, that after you acquire these commodities you release them. 

Mr. Garser. The Department makes them available. 

Mr. Marsuauu. Now let me go back to the question of policy. 

It is the Agricultural Mar keting Service that acquires the commodi- 
ties, or is it through the C ommodity Credit Corporation that you ac- 
quire the commodities? 

Mr. Weis. We acquire them through the Commodity Credit Cor- 
poration, which has the authority to donate under section 416. Or 
we purchase through section 32. They come either way. 

But. even though we have acquired the commodities we do not our- 
selves operate the local school-lunch program. In the District of 
Columbia, in the public schools, there is an absence of school-lunch 
facilities. So the problem there is due to the fact that the District 
of Columbia itself does not have a school-lunch program. Until the 
District remedies that, there is not much that we can do about it. 

In the case of the Soldiers’ Home, the fact might be that they are 
asking for more commodities to be shipped. 

I think that is what Mr. Garber would have to look up specifically. 

(The information referred to follows:) 

After checking with the District of Columbia distributing agency, we are in- 
formed that the Soldiers’ Home is receiving all commodities available for dis- 
tribution to institutions. 

Mr. Wetts. We do have some standard distribution rates or guides. 
There are times when institutions want more than these guides would 
indicate. But unless there are special reasons, we do not go ordinarily 
over the indicated amounts. That is simply because we have discov- 
ered in many cases that if you go over those amounts your recipients 
are likely to decide they are getting too much. 

I think we have to look into the situation of the Soldiers’ Home. 

But as to the public schools in the District of Columbia, there is a 
well-known reason why the food is not there. 

Mr. Wutrren. Would you yield to me there, Mr. Marshall ? 

Mr. Marsway. Surely. 


FOREIGN SALES UNDER PUBLIC LAW 480 


Mr. Wuirren. There is a point I wanted to bring out, which you 
may wish to develop. 

I have found numerous complaints about the program where the 
Commodity Credit Corporation sells commodities to foreign countries 
under Public Law 480. That means they are giving to foreign coun- 
tries a number of edible and nutritious commodities which American 
school-lunch programs would like to have. 

I am just wondering what the story is there. I would like you to 
develop that, if you would care to do so. 

Mr. MarsnHa.u. Could you answer that ? 

Mr. Paartperc. Under Public Law 480 we have sold some butter 
and we have other sales programs. _ It is difficult for us to turn these 
programs on and off in a short period of time. 

Mr. Wuirren. Prunes and fruits were some of the other items that 
were called to my attention. 





1257 


I do not know if Mr. Marshall knows of any others. 

Mr. PaaruBerG. We have sales programs for dried prunes and cer- 
tain other fruits under Public Law 480. 

We try to make an estimate of what the supply situation it. We, 
of course, first want to sell as much as we can. We try to follow 
the general idea that these commodities should be made available to 
the school-lunch program and to our needy people in charitable in- 
stitutions in the United States before they are put on any foreign 
distribution list. 

Mr. Werss. That is any foreign donation list. 

Mr. Paarupera. Yes. 

That is, we will try to sell them before we give them away. 

Now, it sometimes happens that we program these commodities for 
donation abroad, in the light of appraisal regarding supply. ‘Then 
if the supply situation turns out to be a little different than what we 
thought it might be, then we might temporarily be distributing some 
things abroad when we are not distributing them at home But that 
is contrary to our established policy and it is an accident when it does 
happen and it is temporary when it does. 

Perhaps Mr. Wells can elaborate on that. 

Mr. Wetts. Section 416 of the Agricultural Act of 1949, as 
amended, provides that the Corporation may make commodities avail- 
able for donation providing that they do not have a sale or commercial 
use for them. Sales under Public Law 480 take priority over 
donations. 

In these particular cases that you mentioned, fruits, they have not 
been price supported or purchased under section 32 but are only sur- 
pluses under Public Law 480, in the sense that there are quantities in 
this country which are in excess of normal domestic consumption and 
prospective dollar export demands at normal prices. 


CURRENT EGG PROBLEMS 


Mr. Marsuaru. It seems to me, Mr. Wells, that we have had over the 
past several years times when we had markets which have been in a 
chaotic condition. One of those was mentioned by my good colleague 
and good friend from Minnesota. He mentioned eggs. 

Along the line of our discussion a moment ago about the school- 
lunch program, I would like to say that people have repeatedly asked 
me, when I have been back in my district, why they cannot get eggs 
when the prices are so low, through the school-lunch program. They 
cannot understand why the eggs are not available. They say they 
could use them. But they wonder why the Department does not buy 
eggs and turn them over to the school-lunch program. 

The same thing has come up in connection with other commodities. 
But I think the situation in connection with shell eggs has been the 
most acute situation that we have had. 

Now, obviously, if the Department of Agriculture does not acquire 
those commodities, there is no way that they can be disposed of through 
the school-lunch program. But we have gone to the extent of helping 
with the special milk program. We are helping the dairymen, there, 
with the milk program. 
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It is very difficult to point out the consistency or the inconsistency 
of not doing the same thing for the other commodities that we are 
doing for the milk people in that program. 

You have the authority to go ahead under section 32. You have the 
funds too. 


Mr. Paarteerc. With respect to eggs, we have kept the situation 
under review. 

It is true that the price came down more sharply than we had antic- 
ipated. It is also true that the basic situation with respect to eggs 
is good. The number of layers on farms is below that of last year. 

I might point out here that the price of eggs has come up some 
several cents in the last couple of weeks. That is in the Midwest. 
The price is now 31 or 33 cents a dozen. It is running about 6 or 7 
cents over what it was a year ago. 

Our program people tell us that they anticipate that with the num- 
ber of layers on farms, that the price of eggs during the spring months 
will continue to hold considerably above last year’s level. 

Now, as I understand it, the chick placements give indications of an 
increased sized flock for this coming year. If we were to undertake an 
action which boosted the price of eggs at the present time, this might 
further increase chick placements and might mean more trouble 
later on. 

In other words, if we can ride through this present situation with- 
out creating for us a greater difficulty later on, we would like to do so. 
That is, with other things being equal. 

Mr. AnperseN. Would you yield at that point, Mr. Marshall. 

Mr. Marsnatt. All right. 

Mr. Anpversen. Mr. Secretary, you used a phrase there, that “if we 
can ride through this present situation.” Now, you know, I have 
thought about this in the past and I have slowly and reluctantly come 
to the conclusion that Mr. Benson has depended—and now I am speak- 
ing about his policy, not about him as a man since I think he is a very 
fine man—but in relation to his policy I think he has depended upon 
certain advisory committees which I have discovered or have con- 
vinced myself, against my own wishes to do so, are too heavily laden 
with people having to do with the processing rather than the produc- 
ing end of agricultural commodities. 

Tam just wondering if, in arriving at this decision of trying to hang 
on temporarily, you are doing the wise thing. In relation to these 
grade A eggs, in my area, that sell for 28 and 30 cents, that price may 
sound good. But I want to point out that 30-cent eggs, or even 31- 
cent eggs for top grade A eggs, does not mean much of a profit in 
Minnesota. 

Wesell the bulk of the eggs at 27, 28 cents today. 

T am wondering who made the decision to hang tight. Upon whom 
did Mr. Benson depend in accepting information as to what should 
be done in the present egg-price situation. Is it the same group that 
told me last August or September that even though the turkey market 
was bad, that it might encourage too much production of turkeys, that 
in the future they would step in and buy a few million pounds of that 
good turkey meat back in southwestern Minnesota and other places 
for the school-lunch program ? 

I wonder if it is the same group. 
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Who is the advisory committee to the Secretary relative to making 
these decisions ? 

Mr. Paartperc. We have not gone outside the Department to any 
specific advisory group in reaching the position that we have held 
until now with respect to eggs. This is a result of the analysis of our 
own people in the Department. 

And the decisions—— 


THE TURKEY SITUATION 


Mr. Anpersen. Let us now go back to the turkey situation. Who 
advised you on that? 

Mr. Paariperc. We got advice from many sources on that. 

Mr. Anpersen. Certainly. I remember you did. 

Mr. Paartperc. We got advice within our own Department, from 
our own analytical people. 

We got advice from members of the Commodity Credit Corporation 
Board. We got advice from the National Agricultural Advisory Com- 
mission. We got advice from the CCC Advisory Board. 

We also got advice from a number of the farm organizations. 

We talked with people in the Congress. We had poultrymen in 
to talk with us. 

We got advice from many, many sources. And we did have repre- 
sentatives of turkey groups come in. 

Mr. AnperseN. I wonder if Mr. Marshall will bear with me a little 
further on this subject. 

Mr. Marsa... Yes. 


PRICE-SUPPORT PROGRAM 


Mr. ANpersEN. Now, we are discussing broad policy here today. 
The chairman has well brought out that he doubts that the Secretary 
has really an appreciation of what a price-support program can do if 
it is permitted to operate. 

I am inclined to agree with him in that doubt. I do not think that 
the Secretary, a fine man such as he is, has ever been sympathetic in the 
least with a good price-support program. 

I am getting blunt about this because, as Mr. Whitten has stated, 
it is getting to be a serious situation back in the Midwest. 

But I want to quote from the first hearings, at the time I was chair- 
man, when Mr Benson appeared before us. 

This is from the Department of Agriculture Appropriations for 
1954. This was on Wednesday, February 25, 1953. 

I was trying to draw out from Mr. Benson his opinion then about 
price supports. He had been in office about a month and a half, and 
I was beginning to get a little suspicious of him, I might say. 

I will quote now from pages 14 and 15. Mr. Benson was just telling 
us about corn. He said there: 


The price of corn has been held at a high level and it has been more profit for 
the farmer to sell his corn and not. feed it to hogs. 


Then I said: 


Let me interject there, Mr. Secretary. 

About a year ago, as this committee knows, we had in this room Mr. Charles 
Brannan, then Secretary of Agriculture. I pleaded with Mr. Brannan then to 
recognize the facts as far as the downturn in the hog market then was concerned. 
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He refused to do anything whatsoever toward supporting hogs during January 
and February 1952 and, as a consequence, according to my figures, that failure on 
his part to do what he should have done cost the hog producers of America about 
$500 million in those few months. This situation resulted from the difference 
between the 21 cents they should have had on the market and the 15 cents they 
actually received. 

This is just an example of how much the lack of proper price-support aid can 
and did cost the entire economy of our Nation. 

I wanted to say something good about Mr. Brannan. So I made a 
further statement, in the next paragraph. I said: 

Before I get too far away from this statement I made about Mr. Brannan, I 
want to show where he did something very worthwhile for agriculture. 

Last August I got in touch with him from Minnesota and told him the turkey 
market was getting in a very serious predicament. 

Now, this was February 25, 1953. 

He immediately stepped in through the Department and instituted a very fine 
turkey-buying program. That saved the turkey producers of America last year 
from tremendous loss. 

It did everybody good just because he took positive action. 

Approximately $30 million was invested in purchasing frozen turkeys. These 
in turn were turned over to the school-lunch program for consumption. 

I will say Mr. Brannan did a very fine thing with the turkey people when he 
put that program into effect, just as I personally think, Mr. Benson, you are 
going to do a very fine thing for the beef producer if you decide to get into the 
market in Chicago, 

And so forth and so on. 

Unfortunately, he did not get into that market. 

Now. Mr. Marshall, if you will permit me—— 

Mr. MarsHau. Yes. 

Mr. Anpersen. Mr. Chairman, I am pointing that out as my con- 
ception of what can be done in the right sort of support even on 
perishables, of which there may temporarily be too much of a pro- 
duction. I am referring, for example, to butter. 

I believe you can step into the butter market. I believe that even 
though it would be at a cost to the taxpayers of the Nation, just say 
that you did remove $150 million worth of that butter from the mar- 
ket and you were to do something good with it, such as putting it into 
the school-lunch program or helping our neighboring nations or what 
not: and in doing that, in taking that $150 million of production 
off, I believe you would be giving to the dairy producer, directly and 
indirectly, an additional income of about a half billion dollars at least 
in gross income. 

That action would just push everything up. 

Now, you would take that half billion dollars, in turn, and 26 per- 
cent of it will come right back into the Treasury in the form of added 
income taxes if people have any income at all. It would go on top 
of their salaries or on top of their incomes. $100 million comes back 
into the Treasury. 

In the final analysis, what have we done there? We have helped 
the producer. We have helped to put $500 million into the economy, 
into the economic bloodstream of our Nation. We have helped every- 
body along the line. 

That is the trouble with agriculture today. The good Secretary 
cannot see, in my opinion—and I say this reluctantly, and this is the 
same opinion as expressed by 35 Republican Congressman from the 
Midwest—he cannot see what to do at the right time. And I am get- 
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ting tired of it. It is beginning to have a serious effect in the mid- 
western part of this country. And God knows, gentlemen, unless we 
change the trend, I think that, perhaps, we will have a real depression 
in this great Nation of ours. 

It has been felt in the last 2 years by the farmers of the Nation. 
They have not been buying the automobiles in Detroit, or the elec- 
trical appliances. And why is that? It is because they have been 
shortchanged about $3 billion or $4 billion in net income each of the 
last 3 or 4 years on the farm. The farmers do not have the money 
from what they sell. And now we have the people from the industry 
area starting to complain most vigorously. And why do they 
complain ? 

It is because the farmer, who comprises 50 percent of the great 
market in the United States, in the rural areas, just simply does not 
have the buying power. That is what I cannot see. Why cannot we 
be liberal on the price-support program and thus pump more money 
into our economic bloodstream, rather than get too enthusiastic about 
spending $2 billion in 1 crack on public post offices? It would be 
much better to put that money into our agricultural bloodstream, 
gentlemen. Now I have that off my chest. I am saying this because 


it is getting to be a very, very serious proposition, and there is nothing 
funny to it at all. 


Thank you, Mr. Marshall. 

Mr. Paartperc. May I comment on that ? 

Mr. Marswaty. Certainly. 

Mr. Paarceerc. I agree with you, Mr. Andersen, that the facilities 
of this Government, whether the price-support machinery, or the sec- 
tion 32 purchase mechanism, that these should be used to help farm 
people. I think that the Secretary would concur wholeheartedly in 
that statement. 

I think that the point of difference between us has to do with the 
timing with which section 32 purchases would be undertaken. It has 
to do with the volume of such purchases and with the manner in which 
the price-support machinery should be invoked. I think that you, 
in your desire to be helpful to agriculture, have the same objective 
as does Secret: iry Benson and the same objective as I have. 

Mr. Anversen. I will say we have the same objec tive. But I think 
the man is mistaken. I think he sincerely and honestly is mistaken, 
just like he thinks I am mistaken. 

Mr. Paarvperc. It is an honest difference of opinion. 

Mr. AnpversEen. Certainly, it is an honest difference of opinion. 


AGRICULTURE IN RELATION TO INDUSTRY AND LABOR 


Mr. WHirTen. There is a point here that I may or may not have 
made clear. So, I think it will bear repetition. 

It is my belief that the folks who are in ch: arge of the Department 
are attempting to deal with agriculture and the Department as a 
thing separate and apart. That has been so clearly pointed out by 
Mr. DeLoach. What I want to point out is that agriculture is faced 
with a 1958 situation when all these other segments of the economy are 
so changed. You cannot return agric ulture to what you term free en- 
terprise and return it to fr eedom from all price supports and other 
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things and attempt to maintain a proper balance between industry, 
labor, and agriculture. 

Your records show that industry and labor have shot away up at the 
time that this Department, under your leadership, has been letting 
the farmer’s share of the economy go by the board. That might be 
all right if you had it within your power to scale back wage rates and 

railroad rates and the margin of profit in the § Safeway store. If 
you could scale all those down along the line, it might work. 

But I eee that, in view of the debt in the amount of $275 
billion that the Nation has. I also question that in view of the 

national-defense expenditures that we are making. But, beyond 
everything, agriculture has got to be considered and dealt with as 
a part of the overall. 

Mr. Paarteerc. I agree with that. 

Mr. Wuirren. You cannot afford to ignore what is happening in 
labor and in industry and to continue to let that increased take that 
they are getting be taken out of the farmers’ hide. That would bring 
us all down. 

Mr. Paartpere. I agree with you, sir. 

Mr. Wurrren. It would not just bring the farmer down, but it 
would take the rest of us down, too. 

Mr. Paarteera. I agree we are part of the whole. I might say I 
find it a little difficult to decide just what the feeling is of some 
of the committee members regarding the situation in labor and indus- 
try. On the one hand, one hears that all is fine and that profits are 
high and that labor is doing very well. Then one also hears that 
there has been some downturn, that there has been some unemploy- 
ment, and some difficulty in industry. I submit that there is a little 
confusion as to what the ec onomic situation is. 

Mr. Anpersen. Not at all, in my mind, Doctor. The farm buying 
power has gone down so pitifully that they are no longer able to buy 
the television and radio sets and automobiles to keep the people in 
Detroit working. That is the trouble. 

T am just desperately trying to find some means of pumping more 
of this money into some agricultural selling in some legitimate way 
and then just let it trickle up. The trouble is that it does not trickle 
down. It just does not trickle enough. There is no confusion in 
my mind at all on it. 

Mr. Wurrren. The decrease in farm purchasing power, as has been 
ointed out by our colleague from Minnesota, is now being felt. We 
have been trying to tell you and the Department since 1954 ‘that it was 
going to happen. It is not very pleasant to say, “I told you so,” but 

if I were going to put it into words, that’s what I ‘would say. 

Mr, Marsuauu. There is perhaps one other reason why we feel so 
keenly about this. 

Through the action of Congress, industry for a number of years 
has had enabling legislation which has permitted industry to enter 
into the price field in order to protect themselves as far as prices are 
concerned, through a number of various items. 

Labor has also had that same enabling legislation, which, under 
the Wagner Labor Act has provided them with ways and means 
through which they could protect themselves. 
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Mr. Paartperc. Agriculture has also had that. Agriculture has 
had it through the Capper-Volstead Act. It has had it through the 
marketing orders that the Agricultural Marketing Service adminis- 
ters. 

So that agriculture, as well, has these opportunities. It not only 
has opportunities but has the active help of this Government and 


programs for which you gentlemen appropriate funds to accomplish 
this same sort of thing. 


MOVING FARM COMMODITIES AT COMPETITIVE PRICES 


Mr. Marsuauy. Dr. Paarlberg, I think that is where some of the 
differences of opinion exist and some of the uncertainties exist. We 
are thinking in terms of the use of the laws that you had. 

The chairman of our committee a number of times has talked about 
selling these commodities in a world market at competitive prices, 
and it was due largely to the insistence of this committee that we did 
begin to move some of these commodities into the world market. 

Mr. Paariperc. And the Secretary has thanked you in this com- 
mittee with regard to the concern you have expressed with respect 
to this problem. 

Mr. Marsuatu. The other day you pointed out that 1 acre out of 
5 is producing crops that are exported. 

Mr. Paarteera. That is true. 

Mr. MarsHaru. And at the same time we get over into the domestic 
field and it seems to be obvious to us at least there is an outlet for 
a number of our commodities through our domestic programs, and 
we seem to run up against the same sort of resistance that we ran up 
against when we started talking about moving our commodities at 
a competitive price into the world market. 

You have all the legal authority to do those things. You have all 
the funds you need to do those things. Yet, for some reason or other, 
you do not, and as one member of the committee—and I am sure 
this was true of the other members of the committee—I cannot under- 
stand why you do not do it. It would seem when you get your agri- 
cultural market into a place where you are taking 1 acre out of 
every 5 for export—and I congratulate you for doing a marvelous 
thing—why not go a little further and get this thing solved? 


PRIOR ACTION TAKEN TO HELP THE FARMER 


Mr. Paarteerc. Let me give an example of a situation where I think 
that we acted with courage, with boldness and considerable expense 
in the perishable field in a manner advantageous to the farmers. 

We got into trouble with beef, as the congressman read from the 
record, some years ago. We were urged to do all sorts of things with 
respect to cattle—put supports under live cattle and spay heifers. 
We resisted all kinds of pressures. We did move in with a section 32 
purchase in the amount of about $85.7 million and took some of the 
surplus beef supplies off the market and utilized them in outlets avail- 
able to us. It was not a sensational program. It was not a big pro- 
gram, but it did sae It was in the right direction. It helped get 
the beef business stabilized. We did this, I think, 2 different years. 


~~ 
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In 1953, and again during the fall of 1956. Presently cows are in 
good condition. I think this is an instance where we used our money 
wisely and well and exercised good judgment. 

Hogs is another illustration. About 2 years ago, as you know, we 
were in a very difficult situation on hogs. Again we were urged to 
do many, many things. We were urged to move in and put supports 
under the price of live hogs and make premium payments on light- 
weight hogs. There were many such proposals. We resisted all of 
these, and it took a lot of courage. I think it was well we did. We 
moved in with our purchase program under section 32 and bought 
again—$101.3 million of pork and pork products. It was not sen- 
sational, but it was helpful. It helped stabilize the situation. With 
that help the farmers brought about the needed adjustments in sup- 
ply, not through regulation or allotments, and presently the price of 
hogs is pushing $20 per 100 pounds. 

The point I am making is we do use this authority when there is 
the opportunity to use it constructively. That is in the record. 

We have resisted many urgings to move in and buy when, in our 
judgment, we would, instead of helping farmers, actually hurt them 
by generating still heavier supplies. 

So my request of you is that you do not infer that we refrain from 
moving in under any and all circumstances. We do move in. We 
move in when the opportunity exists to be helpful and that we shall 
continue to do. 

I am convinced if we had moved in with purchases under section 
32 on every occasion we had been urged to do so we would have brought 
about a chaotic situation. We would have stimulated the produc- 
tion of far more pork and beef and eggs and turkeys and almost every 
conceivable product than the markets could ever have used. In- 
stead of helping work toward a solution, we would have worked 
deeper into a problem. 

Mr. Marswati. Dr. Paarlberg, do you feel that when the market 
was in the chaotic condition it was 2 years ago in the hog market, 
that purchasing lightweight hogs and taking the pressure off the 
market would have hurt the hog producer ? 

Mr. Paarrperc. We did not think that it would have helped him 
as much as the program we adopted, and we were of the opinion that 
it would have been extremely difficult to administer and function 
properly in the interest of the farmers. 

Mr. Wnirren. When this petition went to the Secretary to step 
in and announce that he was going to buy pork so as to stabilize the 
market in the fall of 1955, prices had broken from about 20 cents a 
pound to 15 centsa pound. The Secretary’s statement was that it had 
not fallen enough to justify action by the Department. It was then 
further reduced to about 12 cents and then the Department started 
in. 

If I have understood the program in the 12‘or more years that 
I have been on the committee, the strength of this program is brought 
into play by announcing early when you can see that the break is 
going to happen that you will buy. 

Frequently in the past the break never did occur. The Government 

was out much less money and saved all that income to the farmers. 
So the whole heart of this thing is to anticipate, see and to move be- 
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fore a break. Once you get a real break, there is not enough money 
in the Treasury to lift things back up. The surplus is the thing that 
causes the trouble. If the Government announces early that the sur- 
plus will be taken care of, the buyers can immediately know they are 
going to have to pay the price to get it, and the m: arket strengthens. 
You can trace the record of this department and see case after case 
where that procedure has been followed. 

May I say again, to my knowledge, this uaserean and your ad- 
ministration has never moved fast enough to prevent a break. It is 
only after the break occurs and the pressure builds up and it looks like 
you are forced into it that you move, and then it is too little, too late. 
That is just one man’s opinion. I can cite you illustration after illus- 
tration in the record to substantiate what I have said. 

Mr. Marsuatu. Often it is not a case of a chaotic condition because 
of the supply on the market, it is the lack of confidence in the trade 
that it has in purchasing commodities under the market. Of course, I 
realize all of us will have honest differences of opinion. It is my 
opinion at the time of the 1955 trouble when the hog market was in a 
chaotic condition if you had raised the price on lightweight hogs I 
think that you would have strengthened the market and it would have 
cost the taxpayers of this country less. 


FARMER’S SHARE OF MARKET BASKET 


Now, you mention the market basket, and when you were talking 
about. the farmers’ share of this market basket, what commodities 
contributed to the fact that the farmer got more this year in his basket 
than last year ¢ 

Mr. Wetts. Most of it was livestock products. 

Mr. Marsnaut. I may have misunderstood, but I understood when 
you were talking a moment ago that you gave some credit to the soil 
bank program for the fact that the farmer got more in his basket. 
How could that come about ? 

Mr. Wetts. I thought what I said was that agricultural production 
was somewhat less last year as the result of the Soil Bank Program 
than would otherwise have been the case. I do not think that it had 
much effect on the market basket because much of the soil bank acre- 
age was in wheat and cotton which had a fixed support price. 

Mr. Marsuanti. Which did not switch around very much as far as 
prices were concerned. 

Mr. Wetts. Yes. 

Mr. Marsnary. And neither did the price of corn. 

Mr. Wettus. The soil bank, in my opinoin, did not affect food prices 
very much. 

Mr. MarsuatL. I probably misunderstood. It was not a case of 
the soil bank giving the farmer a larger share of the market basket. 
Other things contributed, such as livestock. 

Mr. Wetts. Livestock, yes. 


ACCOMPLISHMENTS AND PRIOR APPROPRIATIONS 


Mr. Narcuer. Mr. Secretary, in your general statement you make 
the point that one of the main functions of the Agricultural Market- 
ing Service is to find new markets and to enlarge existing ones by 
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learning the current needs of both industrial and household consum- 
ers. 

I wonder if at this point in the record, to save time, you would file 
a short statement as to the accomplishments of the department dur- 
ing the fiscal year 1957. In addition to that, with your permission, 
Mr. Chairman, I would like to have a short chart inserted at this point 
showing the appropriations for the Agricultural Marketing Service 
beginning with the year 1950 and extending through the year 1958. 

Mr. Paarieerc. We will be glad to do that. . 
_ Mr. Wetts. The Agricultural Marketing Service was not organ- 
ized until November of 1953. I am not sure how far back, Mr. 
Natcher, we have the figures of the comparable earlier agencies. Do 
I make myself clear ? 

Mr. Natcuer. Let us begin with the fiscal year 1953. 

Mr, Wetts. Yes. We may have to go back 1 year to get a compara- 
ble base. i 

(The information requested on appropriations is as follows:) 


Annual appropriations, 1953 through 1958, for Agricultural Marketing Service 
I { ‘ g ‘ 


[In millions] 


1953 1954 1955 1956 1957 1958 
Marketing research and service Za $19. 1 $20. 6 $22. 2 $24.5 $26. 5 $29. 7 
Payments to States. 5 6 9 1.0 1.2 12 
School-lunch program... : : : 83. 4 83. 2 83. 2 83. 2 100. 0 100. 0 
Total, Agricultural Marketing Service 103. 0 104. 4 106. 3 108. 7 127.7 120.9 


Notre.—Amounts are adjusted for comparability with appropriation structure in 1959 budget estimates. 


(The statement requested on accomplishments is as follows:) 


EXPANSION OF MARKETS—CURRENT ACTIVITIES OF THE AGRICULTURAL MARKETING 
SERVICE DIRECTED TOWARD EXPANSION OF MARKETS AND INCREASED CONSUMPTION 
OF AGRICULTURAL COMMODITIES 


The programs of the Agricultural Marketing Service are directed primarily at 
facilitating the effective and efficient marketing of agricultural commodities with- 
in the United States. Some programs are also directed toward problems of mov- 
ing commodities into foreign outlets. 

Several types of activities carried out by the Agricultural Marketing Service 
contribute to the expansion of markets and increased consumption of agricultural 
commodities. Significant progress and several specific accomplishments in this 
area were recorded during the past fiscal year. 

As a background to current activities and accomplishments, a brief discussion 
of changes in consumption and use patterns during the past two decades is 
pertinent. 

CHANGING CONSUMPTION PATTERNS 


Significant shifts have occurred in the kinds of foods consumed in the domestic 
market during the past 20 years. There are now more protective nutrients in the 
food we eat—more proteins, more minerals, and more of some vitamins. This 
has resulted mainly from increased consumption per person of dairy products (ex 
cept butter), and of meat, poultry, and eggs. Total consumption of fruits and 
and vegetables, per person, has not changed greatly, though consumption in 
processed form has increased while that in fresh form has declined. Use of 
visible fats and oils, per person, also has remained relatively stable: but per 
canita consumption of cereal products and potatoes has declined. The major 
shifts in consumption have been toward more palatable, nutritious, and expensive 
foods, which require greater farm-resource use in their production. Without 
these shifts agricultural surpluses in the United States would be greater than 
they are. 
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Under conditions of rising incomes one would expect that additional incre- 
ments would go to satisfy wants other than food, with the result that the propor- 
tion of income spent for food would decline. But the contrary has happened. 
In 1939 consumer expenditures for food accounted for 22 percent of disposable in- 
come ; in 1957 food expenditures were 25 percent of income. Part of this rise re- 
flects the more expensive foods that people are eating; part of it reflects more 
services. Despite the many conveniences and services added to farm products 
for the benefit of consumers, the farmer’s share of the food dollar, at 40 percent, 
is as high today as it was in 19389. This would indicate that increased costs 
resulting from greater processing, packaging, and other servicing of food prod- 
ucts have been offset by increased efficiencies in the marketing system. 

In the industrial-use field, agriculture is faced with serious competition from 
“synthetic” raw materials, particularly in traditional markets for natural fibers 
and fats and oils. Synthetic fibers—the rayons, nylons, Orlon, and others—have 
become important competitive factors in marketing cotton and wool. Fats and 
oils are being largely displaced in the detergent field by petroleum derivatives, 
and are feeling the impact of synthetic resin latexes in the paint, varnish, enamel, 
and other protective-coatings field. 

Use of agricultural products has been influenced considerably by activities of 
the Agricultural Marketing Service—through research, direct measures to in- 
crease food consumption, and supporting marketing services. The following 
statement discusses highlights of work recently completed or currently in prog- 
ress under each of these headings. 


I. RESEARCH 


Research to aid in the expansion of markets for farm products employs people 
of several skills; economists, statisticians, marketing specialists, psychologists, 
biological scientists, and engineers. The work ranges widely. It includes house- 
hold and industrial consumer surveys; product testing in the market place; deter- 
mination of market potentials, distribution patterns, and market availability; 
evaluation of promotional activities; determination of factors affecting public 
distribution programs; discovery of better methods of maintaining quality; and 
current and long-term projections of demand for agricultural products. 

Industrial markets.—Except in apparel and household furnishirgs, cotton has 
lost a number of industrial outlets, and its use has been diminished in others. 
Canvas awnings are giving away to other materials; tire cord is now virtually 
all synthetic; insulated wire and cable show diminishing uses for cotton: seat 
padding in passenger cars is increasingly of foam rubber. Similarly, wool as 
upholstery material in automobiles is almost a thing of the past. These are 
but a few examples of the inroads synthetic raw materials are making on natural 
fibers. 

The Department has studied several of the industrial-use markets for cotton 
and wool. During the past year a comprehensive report on use of fabrics and 
fibers in the passenger-car industry was issued. These studies have the support 
of cotton and wool producer groups including the National Cotton Council and 
the Wool Bureau. 

Such groups are interested also in apparel and household markets. which 
have held their own much better than other markets, partly as a result of the 
active promotional efforts of the interested industry groups, 

Also published in the past year were studies of teen-agers’ attitudes toward 
cotton and other fibers, women’s attitudes toward wool and other fibers in spe- 
cific apparel uses, and preliminary findings of studies of men’s fiber preferences 
in selected clothing items and of homemakers’ appraisals of fibers in items of 
household furnishings. These “market profile’ data are of inestimable value 
to the merchandising and promoting groups in supplying facts and in permitting 
them to plan their programs for maximum effectiveness. 

A report on an economic evaluation of color in domestic wool calls attention 
to a nongrade factor which is of importance to wool growers because of the dis 
counts color engenders in the market ; possible ways of minimizing the color factor 
are pointed out. 

New and expanded outlets for fats and oils are being explored to offset losses 
in the soap industry and in the drying-oil industry. Nearing completing is a 
study. of the use of fats in animal] feeds, a growing outlet. Also under way are 
studies of the potentials for exyfinding use of fats and oils in the plasticizer indus- 
try, and in the manufacture of synthetic lubricants, Inbricant additives, and 
hydraulie fiuids. These studies are being carried ott in close cooperation with 
the Utilization Research Agency of the Department to provide them, as well as 














private manufacturers, with information on directions that physical-science 
research may profitably follow. 

New and improved food products.—During the past year research was initi- 
ated to determine the possibilities for expanding the market for cottage cheese 
through product improvement and industry promotional efforts. It is estimated, 
for example, that if consumption per person in the South could be brought up 
to the national average, requirements for fluid milk would be increased by 1.5 
billion pounds annually. Further improvement in consumption is possible in 
other geographic areas also. 

Similar research was undertaken to determine the potentials for expanding 
sales of cultured sour cream, another of the fluid milk byproducts. The test 
findings in a midwestern city indicate that consumption of this product can be 
increased a third or more if quality is properly controlled and the product is 
actively promoted. 

Poultry meat consumption increased from 17 pounds per person in 1939 to 
31 pounds in 1957. Most of the increase was associated with the rise of the 
specialized broiler industry. But the increase in per capita consumption of 
broiler-fryers in recent years has been at low prices. A study conducted in 
1956-57 revealed that while household use of broiler-fryers was almost universal, 
the frequency of use was affected by lack of knowledge or interest in different 
ways of preparation. About one user in three served only in fried form, neglect- 
ing the possibilities of baking or roasting, broiling, barbecuing, or preparation 
in other ways. Variety in meals is of concern to homemakers. Proper educa- 
tional and promotional efforts can be employed to overcome this difficulty and 
stimulate further increases in consumption of poultry meat at equitable prices 
to producers. 

High acceptability of dehydro frozen peas was found in restaurant use. Sav- 
ings in packaging, transportation, and storage amount to about 2 cents per 
pound, over $1 million annually if adopted only by a third of institutional users. 
If, in addition, this becomes a retail item, total savings might run as high as $5 
million annually. 

Potato flakes, a new convenience form of dehydrated mashed potatoes devel- 
oped by Utilization Research, were tested by market researchers during the past 
year and were found to have high initial acceptance and a good repeat-purchase 
pattern. Several processing plants, in Maine, New York, Idaho, and California, 
are now producing potato flakes for local distribution. If the product attains 
national distribution, as seems imminent, it could well arrest the downtrend in 
potato consumption per person. Since 1940 consumption of potatoes has declined 
about 1.25 pounds per person per year. The test result in a representative north- 
eastern, middle-sized, urban market indicated a potential sales of potato flakes 
equivalent to 2.1 pounds of raw potatoes per person per year, without apparent 
displacement of other potato products. This would require an additional supply 
of about 6 million bushels of potatoes a year if the full potential were realized. 

Food merchandising programs.—Many agricultural producer groups are organ- 
ized to engage in an aggressive program of merchandising their products through 
advertising, dealer-service, publicity, and in other ways. Such groups include 
the American Dairy Association, National Broiler Council, Poultry and Egg 
National Board, National Peanut Council, American Sheep Producers Council, 
Red Cherry Institute, National and State Potato Conncils, Florida Citrns Com- 
mission, Sunkist Growers, Washington-Oregon-California Pear Bureau, and 
many others. 

Such groups are frequently in contact with the Department with requests to 
aid them in determining where their markets are strong and where weak, what 
types of promotion would be most effective for their products, and what are 
the habits and attitudes of consumers with respect to theirs and competing 
products. In response to such requests the Department during the past year 
completed research on lamb availability and merchandising in retail stores; 
domestic distribution pattern for rice: the effects of a one-city promotional cam- 
paign for lamb: homemakers’ use of the opinions about peanuts and tree nuts; 
homemakers’ appraisals of citrus products, avocadoes, dates, and raisins; and 
consumers’ use of and opinions about poultry. 

It is difficult to place a dollar value on this type of research assistance. How- 
ever, if the research is effective in increasing the efficiency of producer merchan- 
dising efforts by only 5 to 10 percent, it is worth,half to a million dollars for the 
products enumerated in the last year alone. 

Food distribution programs research.—The effectiveness of the Department's 
national school lunch program and special milk program undoubtedly can be 
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increased, particularly through greater participation by State and local school 
officials. Research in the past year provided detailed information on the extent 
of participation by schools and pupils in the school lunch and special milk pro- 
grams and indicated major factors associated with such participation. 

In another study the effect of the introduction of the special milk program on 
consumption of milk in two major cities was analyzed. One of the findings in- 
dicated that pupil response, which was unexpectedly high, was greatest in schools 
serving lower-income districts. This apparently surprised some school officials, 
since it has since been learned that in at least one other major city the policy 
had been to exclude such schools from the program. The policy was changed 
as a result of the research findings. 

A further study is underway to determine total consumption of foods in the 
public elementary and secondary schools of the country, broken down into pur- 
chased and donated foods. Annual food purchases by schools are estimated to 
represent nearly a half-billion dollar market. The data will be of value not only 
to school feeding officials but also to distribution firms seeking to gage the sales 
potentials for the various food products in the public-school market. 

Evaluation of changes in the domestic market and future prospects.—Changes 
in the United States market for farm commodities are continuously under study 
by the Agricultural Marketing Service using a growing accumulation of economic 
data. Around 80 percent of the food consumed in this country is consumed in 
homes. Therefore, such surveys as the 1955 survey of household food consump- 
tion contribute significantly to research on the demand for farm products because 
they identify the major sectors of the present market, and supply some of the 
information needed for analysis of the factors bringing about changes in con- 
sumption rates and in overall demand. Since the release in January and Febru- 
ary 1957 of 1,000 pages of statistics on United States household food consumption, 
the Agricultural Marketing Service has published in the National Food Situation 
several series of articles describing and analyzing the regional markets for food, 
the urban market, and the markets for 6 groups of food commodities. 

Articles on the remaining commodity groups and studies of the competition 
between home food production and commercially produced and marketed foods 
are being prepared for publication. Other articles, research papers, and speeches 
have described particular aspects of the household market, measured the effects 
of such factors as urbanization and income and extent of home production on 
demand, and considered trends in those factors which will largely determine 
future demand for farm food commodities . 

Such analyses of the changing structure of the food market are part of the 
continuing program of economic appraisal of changes in demand. 

Information on changes in the household sector in the food market is com 
bined with statistical analyses of demand and with projections of foreign 
demand in appraisals of the long-run prospects for expansion of the market 
for food and fiber. An example of such research is the study for 1975 prepared 
for the Joint Economic Committee last fall. This area of research has special 
significance in view of the current situation of production in excess of require 
ments, and the consequent buildup of stocks. Longer-term demand require 
ments are based on projections of population growth and an expanding economy 
Under these conditions, requirements for agricultural products might well 
increase as much as 40 to 45 percent by 1975. Companion research on the pro 
ductive potential of American agriculture to meet these requirements is being 
conducted by the Agricultural Research Service. 

Currently, the scope of work on long-range projections is being broadened 
Work on projections of supply and demand for major regions of the country 
is being initiated. Also, on the basis of accumulated experience, AMS staff is 
working directly with the Foreign Agricultural Service in plans for the develop 
ment of comparable long-range projections of total demand and of demand for 
imported farm commodities for several foreign countries. Such work will form 
the basis for improved appraisals of the possibility of expanding foreign markets 
for United States farm products and for planning special programs for market 
development abroad. 

Quality evaluation—aA large proportion of agricultural commodities are 
marketed on the basis of specifications represented in official grade standards 
The accurate identification and measurement of quality present in commodities 
are of vital importance to the producer in his efforts to produce the level of 
quality demanded in the markef place; to the buyer and seller in price bargain 
ing on the basis of quality at all levels of marketing; and to the consumer in 
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providing assurance that the quality is of the level represented, and will be 
uniformly represented from one week to the next. Among the objectives of 
quality evaluation is the strengthening of the standardization, grading, and 
inspection service programs by developing more objective methods and equip- 
ment for identifying and measuring product quality. 

Examples of problem areas which have received attention include: simple fat- 
acidity test for grain; sedimentation test for grain as an indicator of bread- 
baking quality; electronic device for determining presence of blood spots in 
eggs; meters for measuring the quantity of oi] and moisture present in cotton- 
seed; equipment for measuring accurately color in tomato juice; automatic de- 
vice for sampling farmer stock peanuts; sampling of grain; determining mois- 
ture content of grain; methods and instruments for measuring fineness, length, 
color, and strength of cotton fibers; and possible evaluations for quickly de- 
termining live-animal composition. Other areas of work that may contribute 
to consumer satisfaction and development and retention of expanded markets in- 
clude quality evaluations that seek to establish the relative suitability of dif- 
ferent product varieties to different alternative uses such as freezing and 
canning. 

Maintenance and improvement of product quality—A wide scope of activity 
is directed toward protecting the quality of products in marketing channels. 
These include determining and developing optimum temperature, humidity, stor- 
age, shipping containers, consumer packages, loading and bracing, and improved 
equipment, work methods, and plant layout for handling and transit, and mar- 
keting operations. A major objective of this work is to protect or improve the 
quality of the products from a physiological, pathological, and physical stand- 
point, in addition to increasing marketing efficiency and assuring a higher de- 
gree of consumer acceptability. The availability of high-quality products for 
consumers in the most efficient manner possible is a vital factor in developing 
and retaining expanded markets. Examples of this work include: 

Citrus.—Citrus ocean-shipping tests from California and Florida to Europe 
established the handling, packaging, and refrigeration requirements for delivery 
of oranges, grapefruit, and lemons to Europe in attractive, sound condition. Ap- 
plication of these findings will contribute to establishment of confidence in the 
purchase of these fruits and help to establish foreign markets. 

Potatoes.—Important information has been furnished on the suitability of dif- 
ferent varieties for potato chips and on various factors such as growing condi- 
tions, maturity, and temperature that affect chipping quality. This research 
has contributed to the production of superior quality potato chips and thus pro- 
moted this important outlet for potatoes. Engineering research has shown that 
when flumes are used in place of conveyors or other equipment for moving 
potatoes from deep bin storages to conveyors, mechanical injuries to the prod- 
uct are also reduced in addition to improving the efficiency of the labor required. 

Pears.—Research showed that the quality was improved and storage life ex- 
tended if northwestern pears were stored in boxes with sealed polyethylene 
film liners. This provided the opportunity for increased saies under more favor- 
able marketing conditions because of the superior quality (appearance, texture 
and flavor) of the fruit and because good quality pears could be offered on 
the market for a longer period. More than 4 million boxes of pears were 
packed in this manner last season. 

Annles.—Research showed that Golden Delicious apples do not shrivel but 
retain superior texture and appearance when stored in boxes with unsealed poly- 
ethylene film liners. This provides the opportunity for increased sales under 
more favorahle marketing conditions because the storage life was extended 
and it was possible to market superior quality fruit for a longer period. Engi- 
neering research directed toward the development of improved equipment, work 
methods, and plant layout has not only increased the efficiency of labor in pack- 
ing and storage of annles, but has also reduced loss of quality resulting from 
brnising and stem punctures. 

Tomatoes.—The development of proner shipping, ripening. and packs ging 
methods for tomatoes is making is possible for better colored and hetter flavored 
tomatoes to be offered to the consumer at lower cost. A large chainstore has 


indicated thet their tomato sales in the New York area were markedly in- 
creased because of the better quality and because they could be sold at a lower 
price, since less loss was suffered in the handling and ripening of tomatoes that 
had not been chilled by too much refrigeration during shipment. 
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If. DIRECT MEASURES TO INCREASE FOOD CONSUMPTION 


In addition to its research activities to expand markets, the Agricultural Mar- 
keting Service carries out a series of food-distribution programs designed to 
encourage directly the increased utilization of agricultural commodities. These 
programs serve not only as a constructive outlet for surplus foods acquired 
under price-support and surplus-removal programs but also help to build a per- 
manently enlarged market for agricultural products. 

Progress achieved under the individual programs during 1957 is summarized 
briefly as follows. 

School-lunch program.—tThe service of complete meals in the program under 
the National School Lunch Act increased approximately 10 percent during 1957 
over the previous year as peak participation reached 10.8 million children. In 
addition to the surplus foods received through Government donation, schools 
spent over $400 million with local merchants—up $35 million from the previous 
year—for food used in the service of 1.8 billion meals. 

Special milk program.—Consumption of milk under the program increased 
from 1.4 billion half pints to 1.8 billion half pints in 1957 as an additional 
8,000 schools entered the program and consumption increased in the schools 
previously participating. The milk consumed was in addition to the 1.8 billion 
half pints consumed under the school-lunch program. Together, the 2 programs 
now account for 3 percent of total United States fluid-milk consumption. 

Surplus food donation programs.—Food donations by the Department reached 
a record high in the 1957 fiscal year. Under an active Department effort to 
dispose of surpluses, a total of 2.8 billion pounds of food was donated during 
the year to recipients here and abroad. Under the domestic distribution pro- 
gram, the surplus foods were donated to over 12 million schoolchildren taking 
part in school-lunch programs and about 1.4 million persons in charitable insti- 
tutions. In addition, about 3 million needy persons in family units received 
donated foods. Overseas, the surplus foods were sent to needy persons in over 
SO countries. 

The program’s value rests not alone on its effectiveness in moving surpluses. 
Long range, it helps to create markets by introducing foods that are either new 
or not commonly used. This year, for example, an improved variety of dried 
eggs, purchased under a surplus-removal program in the flush egg production 
season last year, is meeting excellent acceptance in the school-lunch program. 
Overseas, many millions of undernourished people are finding nonfat dry milk 
a new and essential part of their diets as a result of the donation program. 

Plentiful foods program.—This program is designed to encourage the increased 
movement of plentiful foods through commercial channels by means of Govern- 
ment cooperation with all segments of the food industry in special merchandis- 
ing campaigns. Activity under this program was stepped up sharply in the 
1957 fiscal years as special campaigns were undertaken for turkeys, rice, cheese, 
canned corn, eggs, lettuce, stewing hens, dairy products, and strawberries. 

In the case of the canned-corn promotion, for example, it is estimated that the 
combined Government-industry program resulted in the increased movement of 
about 2 million cases of canned corn in the months of November 1956 through 
January 1957, to set a record movement of 14.5 million cases for this 3-month 
period. 

III. SUPPORTING SERVICE ACTIVITIES 


The Agricultural Marketing Service makes further contributions to the ex- 
pansion of market outlets for agricultural products through a group of diverse 
but closely related service activities. Crop and livestock estimates and the 
market news service helps farmers, handlers, and dealers make vital day-to-day 
decisions on the production and marketing of farm products. Inspection, grad- 
ing, Classing, and standardization services promote confidence between buyers 
and sellers and reduce hazards in marketing due to misunderstandings and dis- 
putes arising from the use of nonstandard descriptions of products. 
rate services, regulatory activities, and marketing services including State 
matching funds furnish direct assistance to the American agricultural commu 
nity in other equally important phases of marketing. These broad activities 
facilitate the orderly and efficient movement of agricultural products from the 
farmer to the consumer, and thus contribute directly to the maintenance and 
expansion of market outlets. 


Freight- 











(In addition to the activities and accomplishments of the Agricultural Market- 
ing Service, other activities within the Department of Agriculture are also 
directed toward this same general objective of expanding markets and increas- 
ing the consumption and utilization of agricultural commodities as discussed 
in the hearings on, for example, the Foreign Agricultural Service and the Agri- 
cultural Research Service.) 


HANDLING PROBLEMS RESULTING FROM AGRICULTURAL POLICIES OF FOREIGN 
GOVERNMENTS 


Mr. Narcurr. Now, Mr. Secretary, in attempting to locate new 
markets, do you from time to time run into problems concerning agri- 
cultural policies of foreign governments? 

Mr. Paarteerc. Yes; indeed, we do. 

Mr. Natcuer. This brochure and booklet that is published by the 
Department from the Foreign Agricultural Service entitled, “Agri- 
cultural Policies of Foreign Governments, Including Trade Policies 
Affecting Agriculture,” is a fine publication. 

Mr. Paarieerc. Thank you. Weare very proud of that publication. 

Mr. Narcuer. Now, when you run into these problems, what do you 
do about them ¢ 

Mr. Paarteerc. We do a number of things. One thing we do is 
to negotiate with these countries on the General Agreement on Tariffs 
and Trade to see if we cannot by mutual agreement get them to lower 
some of the barriers that they have with respect to our products. This 
means lowering their tariffs. It means reducing their quotas. It 
means freeing up the foreign exchange with which they can buy ow 
products. It means modifying their controls and specifications and 
like things. We have been successful in the past in the tariff negotia- 
tions in improving our opportunities to export agricultural products. 

Mr. Natcner. At this point, assuming you run into some difficulty 
with one of our friends abroad ¢ oncerning tr: ade policies, do you at any 
time take the difficulty through the Dep: artment of State and attempt 
to have it handled in some manner through the mutual security pro- 
gram arrangement ? 

Mr. Paarteerc. We often encounter problems that have to do not 
only with the commercial policy but the foreign policy of this Govern- 
ment. On those occasions we do, I think appropriately, confer with 
the Department of State. In the negotiations at Geneva under the 
General Agreement on Tariff and Trade, both the State Department 
and the Department of Agriculture are involved. We endeavor to 
work out with the Department of State and with the ICA solutions 
for various commodity problems and various problems involving par- 
ticular countries. We sometimes can develop, through ICA, export 
programs that permit us to do what otherwise we could not. We some- 
times convince the State Department that opportunities to move agri- 
cultural products should be developed in certain areas in spite of mis- 
givings they may have about these factors. They, as agencies of the 
Government, are and must be concerned, working within the present 
environment. 
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RELATIONSHIP OF PUBLIC LAW 480 SALES TO SCHOOL-LUNCH PROGRAM 


Mr. Wuirren. I would like for the record to show at this point 
it has been discussed earlier—the amount of commodities sold through 
Public Law 480 that would have been useful by the school-lunch pro- 
gram and that were sold at such times that they were not made avail- 
able to the school-lunch program. 

My attention is called to the fact that the order of priority, insofar 
as the sale of CCC commodities is concerned is as follows: First come 
the sales for dollars, next come sales under Public Law 480, and then 
come donations, and under donations would come our own school- 
lunch programs. That, doubtless, is the law. Yet I find myself in 
complete disagreement, if we are going to sell commodities which we 
have for foreign currencies which, in effect, we give back to those 
countries at a time when the commodities are badly needed by the 
American schoolchildren under our own program. I would like for 
the record to show the kinds of commodities that have been sold under 
Public Law 480 that would have been usable for the school-lunch pro- 
gram. 

I would certainly urge the law be changed so that we could use these 
commodities for our own use first and then sell them under Public Law 
480 second. If we cannot do it that way, I would personally be of the 
opinion that we should set aside section 32 funds for the school-lunch 
program so that the Department would have little, if any, excuse to 
drag its feet before stepping in to support some of these markets and 
it would be a better way to strengthen the school-lunch program which 
appears to need strengthening under certain conditions. If we could 
have that full story at this point put in the record we would be pleased 
to have it. 

Mr. Wetts. Yes. There are 1 or 2 technical problems to be solved ; 
1 or 2 of the items mentioned in connection with the school-lunch 
program are not items acquired under CCC programs under support- 
price programs, or sections 32. 

Mr. Wuirren. I am interested only in Government commodities. 

Mr. Wetts. Well, that was my point. There are 1 or 2 commodities 
that are surplus to our normal domestic consumption for purposes of 
title I, Public Law 480, but they are not surplus to the extent that they 
come into the CCC or are bought under section 32. 

Mr. Wurrren. I am only interested in the CCC commodities. 

Mr. Wetts. You are talking about commodities here and the owner- 
ship of the CCC that might have been otherwise used. 

Mr. Wuirren. I assume that the CCC holds them all. 

Mr. Wetts. Section 32 commodities cannot be sold abroad. 

Mr. Paarvpere. I am sure that it could be done. It will be rather 
involved, the accounting procedure that we will have to go through. 

Mr. Wurrren. I would be glad to have it. Include all commodities 
moving under Public Law 480 suitable for use in the school-lunch 
program. It would enable the committee to make a determination as 
to what course to follow. 
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(The information requested is as follows:) 


DISTRIBUTION OF AGRICULTURAL COMMODITIES TO FOREIGN COUNTRIES UNDER 


PusLic LAw 480 AND DISTRIBUTION OF SURPLUS COMMODITIES TO SCHOOL- 
LUNCH PROGRAMS 


Title I of Public Law 480 authorizes the sale of surplus agricultural com- 
modities to friendly countries for their own currencies. These surpluses may 
move from CCC stocks or from commercial stocks. 

Title II of Public Law 480 authorizes the use of CCC stocks of agricultural 
commodities in meeting famine or urgent relief needs of friendly foreign coun- 
tries or of friendly populations without regard to the friendliness of their 
government. 

In addition, Title III of Public Law 480 amended section 416 of the Agri- 
cultural Act of 1949 which is the authority under which food commodities avail- 
able in the inventories of CCC are donated to school-lunch programs and other 
outlets in this country and to United States private welfare agencies for dona- 
tion to needy people overseas. Schools are given first priority on CCC inventories 
available for donation under section 416. Schools also are the priority outlet 
for foods acquired by the Department under section 32 surplus-removal pur- 
chases. 

With respect to the price supported commodities moving under titles I and II 
of Public Law 480, school-lunch programs have received the quantities they could 
effectively utilize during the periods these commodities were available for com- 
mitment. 

Through fiscal year 1957, schools were receiving about their full needs of 
the non-price-supported commodities moving under title I, with the exception 
of potatoes in 1956 and dried fruit in 1957. In the first half of the fiscal year 
1958 several items have moved under title I as a part of commitments made 
in the previous fiscal year. These items, which include 16.7 million pounds of 
meat, and 3.2 million pounds of lard, have not been available for donation to 
schools through the first half of the fiscal year. With regard to fruits, al- 
though no distribution of surplus fruits was made to schools in the first half of 
1958, approximately 6.5 million pounds of canned grapefruit sections have been 
purchased for the school-lunch program under the section 32 surplus removal 
authority and distribution of this supply is now underway. 

The following table shows the quantities of commodities which have been 
disposed of under title I and title II of Public Law 480 and the quantities of 
the surplus food commodities which were donated to the school-lunch program 
under the authority of section 416 or section 32. Inasmuch as the schools have 
first priority for commodities donated under title III, the distribution to foreign 
outlets under this title is not included in the table. The table covers the fiscal 
years 1955 through 1957 and the first half of fiscal 1958. 
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ADDITIONAL PRICE SPREAD INFORMATION 


Mr. Wetts. Mr. DeLoach’s statement is in the nature of a report 
along the line of work for which this committee and the Congress have 
established a sublimit. I would like to ask in addition to the material 
which he has submitted for the record that he also be allowed to 
submit a list of the projects which are underway so that we will have 
a record of what we are actually doing. We have planned to do that. 

Mr. Wurtrren. We will be glad to have it. I hope you will take the 
time to lift from his statement those highlights, facts and figures, and 
put them in one table where they will be more readily readable. 

Mr. Wetts. We will do that. I believe, Mr. Chairman, he also has 
some charts to illustrate some of the findings. 

Mr. Wuirren. We will be glad to have them in the record, too. 

(This material is included on pp. 1203, 1204, 1221-1238 of these 
hearings. ) 

Mr. Wuirren. The committee will stand adjourned until Wednes- 
day at 10 o’clock. 


MARKETING RESEARCH AND SERVICE 
Program and financing 


| as | 
1957 actual | 1958 estimate | 1959 estimate 


Program by activities 


Direct obligations: 
1. Marketing research and agricultural estimates: 


(a) Marketing research $6, 445, 584 $6, 984, 000 $6, 984, 000 
(b) Economic and statistical analysis__. 1, 420, 656 | 1, 535, 000 1, 535, 000 
(c) Crop and livestock estimates 5, 055, 124 | 5, 576, 000 5, 576, 000 


Total, marketing research and agricul- | 


tural estimates 12, 921, 364 | 14, 095, 000 14, 095, 000 


2. Marketing services 





(a) Market news service. _- 3, 991, 932 4, 323, 700 4, 323, 475 
(b) Inspection, grading and classing, and 
standardization . ..- 6, 821, 090 8, 989, 700 14, 407, 825 
(c) Freight rate ser 160, 871 180, 800 180, 800 
(d) Regulatory activ 1, 774, 196 | 1, 997, 400 2, 222, 400 
(e) Administration and coordination of State | | 
payments. ee 57, 069 62, 500 62, 500 
: 7 , 
Total, marketing services._-_- 12, 805, 158 | 15, 554, 100 21, 197, 000 
Total direct obligations... 25, 726, 522 29, 649, 100 35, 292, 000 
Reimbursable obligations: 
2. Marketing services: (6) Inspection, grading and 
classing, and standardization... as 2, 248, 500 3, 000, 100 2, 800, 000 
Total obligation 27, 975, 022 32, 649, 200 38, 092, 000 
Financing 
Comparative transfers from (—) other accounts — 230, 653 | 
Advanced from Commodity Credit Corporation — 2, 248, 500 3, 000, 100 | ~2, 800, 000 
Unobligated balance no longer available. _- §24, 131 42, 500 
New obligational authority - 26, 020, 000 29, 691, 600 35, 292, 000 
New obligational authority: 
Appropriation - 26, 220, 000 29, 691, 600 35, 292, 000 
Transferred to “Salaries and expenses,’’ Forest Service | 
(71 Stat. 180) -_-- — 200, 000 
Appropriation (adjusted) - Siac | 26,020,000 | 29, 691, 600 35, 392, 000 





rs 
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Object classification 


1957 actual | 1958 estimate | 1959 estimate 


Total number of permanent positions. . 















te ‘ 4,979 4, 938 5, 952 
Full-time equivalent of all other positions__. - ‘ | 343 387 362 
Average number of all employees. -- - 3, 827 4, 399 5, 226 
Number of employees at end of year ‘ i 4, 253 5, 203 5, 612 
Average GS grade and salary. -- - : “ --| 7.2 $5.258 | 7.3 $6,288! 7.3 $5, 306 
Average salary of ungraded positions___- SM a $3, 866 $3, 962 $4, 230 
Personal service obligations: 
Permanent positions _- $18, 841, O89 $21, 804, 625 $26, 291, 560 
Positions other than permanent A s 1, 098, 400 1, 216, 315 1, 070, 315 
Other personal services. _- ; 133, 544 | 201, 560 211, 325 
Total personal service obligations. ‘ af 20, 073, 033 23, 222, 500 27, 573, 200 
Direct obligations: 
01 Personal services__-_.- é 18, 405, 478 20, 973, 500 25, 470, 200 
02 Travel. - . 1, 545, 181 1, 753, 400 2, 192, 300 
03 Transportation of things_- 247, 695 250, 400 301, 400 
04 Communication services . 1, 501, 568 1, 611, 300 1, 654, 100 
05 Rents and utility services __- : 219, 963 207, 200 207, 500 
06 Printing and reproduction _. : 624 596, 300 625, 800 
07 Other contractual services 4 | 1, 535, 378 1, 339, 500 1, 351, 500 
Services performed by other agencies Gabi 600, 734 671, 600 835, 000 
08 Supplies and materials ; ; 587, 525 534, 100 561, 800 
09 Equipment. 3 3 479, 006 334, 800 444, 100 
10 Land and structures _. ; Ee F _ 70, 000 10, 000 
11 Grants, subsidies, and contributions __ i ‘ 1, 253, 700 1, 568, 300 
13 Refunds, awards, and indemnities oat 14, 980 14, 300 22, 900 
15 Taxes and assessments... . shcstttlatadiliniaits | 35, 390 | 39, 000 7, 100 
Total direct obligations a ott anil 25, 726, 522 29, 649, 100 35, 292, 000 
Reimbursable obligations: | 
01 Personal services_...__. " sie 1, 667, 555 2, 249, 000 2, 103, 000 
02 Travel 169, 772 221, 200 205, 300 
03 ‘Transportation of things 87, 787 115,900 106, 700 
04 Communication services J . 82, 851 72, 000 66, 800 
05 Rents and utility services......___. F 52, 280 28, 800 26, 700 
06 Printing and reproduction. 21, 145 27, 200 25, 200 
07 Other contractual services ‘ 23, 449 29, 800 27, 700 
Services performed by other agencies... - 368 
08 Supplies and materials ‘ — ‘ 99, 422 82, 600 76, 700 
09 Equipment oi 33, 124 39, 400 36, 600 
11 Grants, subsidies, and contributions _- . ‘ \ 116, 000 107, 600 
13 Refunds, awards, and indemnities.. aes at 516 1, 100 1, 000 
15 Taxes and assessments. - sonatas 10, 231 18, 000 16, 700 
Total reimbursable obligations ‘ Sais i 2, 248, 500 3, 000, 100 2. 800, 000 
Total obligations__. iat E 27, 975, 022 32, 649, 200 38, 092, 000 


Mr. Wuirren. We now turn to the “Marketing research and serv- 
ice” appropriation, and ask that pages 5 through 7 of the justifications 
be inserted in the record. 

(The above-mentioned pages follow.) 


Marketing research and service 


Marketing | | 
research and Marketing | Total 
agricultural services 

estimates 


Appropriation act, 1958 $14, 116, 700 | $14,274,900 | $28, 391, 600 
Supplemental appropriation act, 1958 _- 1, 300, 000 1, 300, 000 
Less savings in 1958 reflected as a reduction in 1959 estimate —21, 700 — 20, 800 42, 500 
Base for 1959 - 14, 095, 000 15, 554, 100 29. 649, 100 
Budget estimate, 1959__- ; ‘ 14, 095, 000 21, 197, 000 | 35, 292, 000 
Increase... ed o Sine ‘ s +5, 642, 900 +-5, 642, 900 
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Summary of increases and decreases, 1959 


-Marketing services: 
To strengthen enforcement of the Grain Standards Act pursuant 
to Public Law 861, approved Aug. 1, 1956__________________ 
To provide mandatory inspection to poultry-processing plants 











+-$40, 000 


























as required by the Poultry Products Inspection Act________ +5, 390, 000 
To provide more effective administration of the Packers and 
NN SS gis thinn sie oan pees mack aiid +225, 000 
Decrease due to providing a direct appropriation to the General 
Services Administration for certain leasing costs previously 
a cree Ge Oe eeristion... 2k ee —12, 100 
RN te I ha a a ee tee OE a ae Lie +5, 642, 900 
Project statement 
Project 1957 1958, | Increase or 1959, 
estimated | decrease | estimated 
a. Marketing research and agricultural estimates: 
(a) Marketing research: | 
(1) Market development. ; $944, 691 $976, 800 | $976, 800 
(2) Market organization and costs | 1,904,430) 2, 143, 300 | _| 2,143, 300 
(3) Improving and evaluating product | | 
quality | 2,135,481 | 2, 402, 900 | | 2, 402, 900 
(4) Market transportation and facilities_._| 1, 460, 982 1, 461, 000 | ae 1, 461, 000 
et eit tetibadidinal saad ait 
Total, marketing research _____.---- 6, 445, 584 | 6,984, 000 | 6, 984, 000 
———— = =————} =} = 
(6) Economic and statistical analysis: i 
(1) Price, supply, and consumption 763, 055 | 810, 600 810, 600 
(2) Farm income 4 341, 209 | 382, 200 | 3 382, 200 
(3) Farm population | 316, 392 | 342, 200 342, 200 
Total, economic and _ statistical 
analysis — 1, 420,656 | 1, 535,000 | -| 1, 535, 000 
(c) Crop and livestock estimates: . rat 
(1) Field crops : 1, 785,646 | 1,995,300 |_.........-- 1, 995, 300 
(2) Fruits and vegetables__ é 714, 583 | 781, 800 | 5 781, 800 
(3) Livestock and poultry - -. --| 1,193,102 | 1,328, 400 | 1, 328. 400 
(4) Dairy_- E | 513, 875 | 554, 800 554, 800 
(5) Agricultural prices te al 672, 929 728, 000 | 728, 000 
(6) Enumerative surveys, cold storage, | | | 
farm employment and wages. 174, 989 | SEF; FED Rcetcc scence 187, 700 
Total, crop and livestock esti- | 
I ni crane eh ste igo Se 5,055,124 | 5, 576,000 | 5, 576, 000 
Total, marketing research and 
agricultural estimates | 12, 921, 364 | 14, 095, 000 | | 14,095, 000 
2. Marketing services: ag 
(a) Market news service: 
(1) Cotton and cottonseed | 383, 077 411, 100 | 411, 100 
(2) Dairy and poultry products 711, 444 800, 800 | 800, 800 
(3) Fruits anc ibles 1, 168, 572 1, 246. 600 — $225 1, 246, 375 
(4) Grain, hay i, ete 229, 200 245, 600 al 245, 600 
(5) Leased wire service ; | 326, 934 353, 200 | 353, 200 
(6) Livestock, meats and wool | 973,127 | 1,045, 900 1, 045, 900 
(7) Naval stores 18, 728 2 5N0 | 20, 500 
(8) Tobacco 189, 850 200, 000 200, 000 
Total, market news service_-_-_. | 3,991, 932 4, 323, 700 225 4, 323, 475 
(6) Inspection, grading, and classing and stand- | 
ardization 
(1) Cotton and eottonseed 2, 390, 595 2, 390, 400 11, 200 2, 289, 200 
(2) Dairy products 26, 325 91, 025 91, 025 
(3) Fruits and vegetsbles 498, 592 693. 000 693, 000 
(4) Grain (United States Grain Stand- | 
ards Act) 1, 654, 564 1,787,900 | +40, 000 1, 827, 900 
(5) Livestock, meats, and wool 113, 039 317, 000 317, 000 
(6) Naval stores 36, 597 32, 700 32, 700 
(7) Poultry products standardization 
and grading 171, 471 276, 000 | 276, 000 
(8) Poultry products inspection 169, 837 1, 610,000 |+-5,390,000 | 7,000,000 
(9) Rice, hay, beans, ete 58, 084 19), 000 190, 000 
(10) Tobacco. 1,710,986 | 1,781,675 —675 1, 781, 000 
Total, inspection, grading and 
classing and standardization - 6, 821, 090 


8, 989,700 |+-5, 418, 125 


14, 407, 825 
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Project statement—Continued 


Project 1957 1958, Increase or 1959, 
estimated decrease | estimated 


2. Marketing services—Continued 


Cc) PUGRRAAACO SU VION. 5, 252.5 cnccecsnscnceven $160, 871 $180, 800 |...-------- $180, 800 
(d) Regulatory activities: 














(1) Federal Seed Act.................-. 250, 561 | SOY Sccitimtnaeciontnn 266, 000 
(2) Naval stores and tobacco — per- 
mits_- bscwee 9, 254 Rig OR hike «inn aeons 17, 900 
(3) Packers and Stockyards Bee AG 774, 566 79, 500 | +$225, 000 1, 104, 500 
(4) Standard Container Acts. ........-.. 10, 861 1s | eee 11, 600 
(5) Warehouse Act- 728, 954 We Gee to osaenhe | 797, 000 
(6) Perishable Agricultural Commodi- | 
ties, Produce Agency and Export 
Aggie tad Fear Adis. ..........-..]..--..-.2: TT ox cesiicess 25, 400 
Total, regulatory activities_____- 1, 774,196 | 1,997, 400 +225, 000 2, 222, 400 
(e) Administration and coordination of State 
payments... sig si db dnerllagn tabplividls pocniichsp-aiebitone 57, 069 | 62, 500 newd dacmeeeel 62, 500 
Total, marketing services.__.............-- 12, 805, 158 A, 554, 100 +5, 642,900 | 21, 197,000 
Total obligations or estimate---__...__-__-. 25, 726, 522 20, 649, 100, +5, 642,900 | 35, 292, 000 
Unobligated balance. , 524, 131 
Transferred to “Salaries and expenses, 
Forest Service’’__ .| +200, 000 


Comparative transfer in the 1958 esti- 
mates from ‘Acreage allotments and 
marketing quotas, Commodity Stabi- 
Temtims Ber vee? ooo oi enn is ac ewad —230, 653 


Total appropriation. ................ 26, 220, 000 




















INCREASE UNDER GRAIN STANDARDS ACT 


Mr. Wuirren. Mr. Wells, we would like for you first to discuss the 
Grain Standards Act increase where you ask for $40,000 additional. 
We would like to have any information you have as to how it is work- 
ing out, how many people you expect to hire, and what you expect to 
do with the $40,000 in the event you get it. 

Mr. Wetts. Do we have Mr. Blood here? 

Mr. Buoop. Yes, sir. 

Mr. We ts. Some time ago, Mr. Chairman, Congress passed an act 
to strengthen the enforcement of the Grain Standards Act—Public 
Law 861, approved August 1, 1956. 

Before the passage of this act when fraud had been practiced in 
loading grain tendered for inspection, and someone at some future 
time, learned of this, there was no adequate recourse against the re- 
sponsible person or persons. 

In Public Law 861 Congress provided penalties for people who 
may, by one means or another, try to tamper with shipments of grain. 
This requested increase of $40,000 would be used to employ approxi- 
mately 6 people who would work with the grain inspection supervisors 
and investigate cases and try to bring to trial the people responsible 
for such actions. 

Mr. Wuirren. How many new people do you propose to hire, Mr. 
Wells? 

Mr. Weis. The total employment would be six people, Mr. 
Whitten. 

Mr. Hotmaas. Three of the six would be marketing specialists who 
would investigate and follow up on alleged violations and three would 
be clerical employ ees. 

Mr. Wuirren. Where will they be located ? 
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Mr. Hotmaas. Five of them will be headquartered at, but working 
out of Washington, and one headquartered in the field. One of the 
marketing specialists will be located in the field. 

Mr. Wuirren. What will they do in Washington ? 

Mr. Hotmaas. They would operate out of Washington. 

Mr. WELLs. Complaints may come from any point in the United 
States, and Washington is probably as good a center of activity as 
any. 

This is a case where grain is moving throughout the United States 
in many different ways ‘and these men will have to travel to the points 
where the problems arise. 

Mr. Wuirren. We had in our investigation report last year a 
rather comprehensive statement with regard to some of the practices 
of mixing good and bad grain—mixing just enough bad grain with 
good to b: arely get by. 


How much have you done in line with our investigation report 
and what is disclosed ? 


REVISION OF WHEAT STANDARDS 


Mr. Wetts. That particular report I believe concerned grain stand- 
ards, among other items. About 3 years ago we st: arted holding a 
series of special meetings with farm organizations, grain trade, and 
many others to consider possible revisions of the "wheat standards. 
If I remember correc tly, there had been no major revisions since 1938. 

As a result of those discussions, we proposed a set of changes in 
our wheat standards. Basically, the changes we proposed tightened 
very materially the mixing and other regul: itions which applied to 
the handle rs of grain. 

The original regul: utions, so far as the grain delivered by the farmer 
during the whole season was concerned were not particularly at issue. 
What “happened to the grain after the farmer had delivered it as it 
moved into commerce was what we were primarily concerned with at 
that time. 

After our discussions and hearings, we issued a set of proposed 
standards which materially affected the grading of wheat. These 
substantially restricted the mixing privileges which elevators had. 
After allowing due time for discussion of these proposed standards 
we put them into effect about July 1 this last year. 

So for several months, we have had time to observe the application 
of these new standards, and we are quite pleased to learn that grain 
delivered under the new standards did bring a substantial premium 
over the old. 

We have had some reports—if I remember correctly, we had one 
from New Orleans—where a considerable quantity of mixed wheat 
went into the port and none was shipped cut as mixed wheat. This 
would indicate it was blended with straight grade wheat. 

Such statistics as were called to my attention a short time ago would 
indicate that that situation has materially diminished; that where 
mixed wheat is being received much of it is now being shipped out as 
mixed wheat. 

Mr. Wurrten. I wish you would enlarge your statement in line 
with the investigative report and the statements made in it. 

I might call your attention to page 95 of last year’s hearings, where 
we outlined some of the factors to be considered in this matter. 
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DEPARTMENT PROGRAM FOR STRENGTHENING GRAIN INSPECTION AND ENFORCEMENT 


Mr. Wetts. We will do that; and as I said, we did put into effect 
a new set of standards for wheat starting June 15. 

We did support the amendment to the Act (Public Law 861). 

(The amendment is as follows :) 


Seo. 9. Any person who shall knowingly violate any of the provisions of sec- 
tions 4 or 7 of this Act, or any inspector licensed under this Act, or any person 
sampling grain for inspection under this Act, who shall knowingly inspect, grade, 
or sample improperly any grain which has been shipped or delivered for ship- 
ment in interstate or foreign commerce, or shall knowingly give any false or 
incorrect certificate of grade, or shall accept money or other consideration, di- 
rectly or indirectly, for any neglect or improper performance of duty, and any 
person who shall improperly influence or attempt to improperly influence any 
such inspector or sampler in the performance of his duty, or shall knowingly or 
willfully cause, or attempt to cause, the issuance of a false or incorrect cer- 
tificate of grade under this Act by deceptive loading, handling, or sampling of 
grain, or by submitting grain for inspection knowing that it has been so loaded 
handled, or sampled, or by any other means, shall be guilty of a misdemeanor, 


and upon conviction thereof shall be fined not more than $1,000, or be imprisoned 
not more than one year, or both. 


Mr. We tts. That is what we are talking about here, and we are now 
asking for money to enforce it. 

This is a part of a general program that we have been developing 
over the past 3 years for strengthening our grain-inspection program, 
and grain-enforcement program. 

In addition to tightening the wheat standards effective June 15, we 
also revised the barley standards effective July 1, 1956. We are now 
giving attention to possible revisions of the standards for corn, oats, 
and grain sorghums to make them more suitable for measuring quality 
in these grains. We instituted the use of a comprehensive cargo load- 
ing log that is now used by all grain inspectors at all export markets 
in the « country. This log is a complete record of the grading of the 
grain at frequent intervals throughout the loading of the entire lot into 
an export vessel. We stopped the custodianship functions of cles ining, 
mixing, drying, and binning of grain formerly performed by licensed 
grain inspectors in Atlantic ports. 

We have transferred the employee who directs regulatory functions 
under the United States Grain Standards Act from Chicago to Wash- 
ington, where he has closer contact with the Grain Division Director’s 
office and with advisers in the Office of the General Counsel. We have 
established a better and more systematic reporting system whereby 
field employees can report apparent violations of the act. Because of 
the shortage of personnel, we have been unable to give sufficient atten- 
tion to all the reports received and to investigate further some of them 
' that warrant additional attention. We have written many letters to 

samplers, inspec tors, and grain loaders, but additional personnel is 
needed to look into alleged violations and to pursue them to logical 
conclusions. 


Mr. Wuirren. Mr. Marshall. 


Mr. Marsuaty. Are you going to use any of the money this year for 
revision of the wheat standards in any way or is that all revising 
other grain standards? 











1282 


RESEARCH ON GRAIN STANDARDS 


Mr. Wetts. Mr. Marshall, in connection with our research work, we 
are asking for the same amount of funds this year as a year ago. We 
are calling attention, however, to the fact that as research projects 
are completed, we have some flexibility in the reassignment of the 
funds. We had planned generally, in reassigning the funds next year, 
to reassign them to the projects related to our grading and standard- 
ization work. It is our feeling generally that this is the kind of work 
to which we need to give increased attention. 

Mr. MarsHatt. Approximately how much money do you have in 
that category ? 

Mr, Weuts. Dr. Trelogan and Dr. Herrmann will testify on our 
research wor k, but I should think it would be somewhere around a mil- 
lion dollars in our research program available for undertaking new 
research projects or new phases of existing projects. Of course, next 
year we are obviously going to need to continue work in many fields. 
In this connection we are just completing a series of meetings with our 
research advisory committees and when these are completed we will 
develop our next year’s program. Nevertheless, we are going to give 
special attention to this project or to those projects which have promise 
of strengthening our grading and standards work. 

I would personally doubt if we would revise wheat standards next 
year because the new standards were just put into effect on June 15, 
1957, and we can only move as fast as the farm organizations and 
trade will go with us. This figure of something approaching a 
million dollars is about the normal turnover in our research program. 

If you think there are places where we should give attention, we 
will be very happy to have them. 


MANDATORY POULTRY PRODUCTS INSPECTION 


Mr. Wurrren. Thank you. Now we go to poultry inspection. That 
is a new program, and I would like to ‘have included in the record at 
this point the pertinent parts of the act. 

(The information requested follows :) 


* * * * a 


DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of Congress to provide for the 
inspection of poultry and poultry products by the inspection service as herein 
provided to prevent the movement in interstate or foreign commerce or in a 
designated major consuming area of poultry products which are unwholesome, 
adulterated, or otherwise unfit for human food. 


DEFINITIONS 


* * * * * * 


DESIGNATION 


Sec. 5. Upon application by any appropriate State or local official or agency 
of a substantial portion of any major consuming area or upon application by 
an appropriate local poultry industry group in such an area, where the Secretary 
has reason to believe that poultry or poultry products are handled or consumed 
in such volume as to affect, burden, or obstruct the movement of inspected poul- 
try products in interstate commerce, the Secretary shall conduct a public hearing 
to ascertain whether or not it will tend to effectuate the purposes of this Act for 


1283 


such area to be subject to the provisions of this Act. If after public hearing 
the Secretary finds that poultry or poultry products are handled or consumed 
in such volume as to affect, burden, or obstruct the movement of inspected 
poultry products in commerce and that the designation of such area will tend to 
effectuate the purposes of this Act, he shall by order designate such area and 
prescribe the provisions of this Act which shall be applicable thereto and grant 
such exemptions therefrom as he determines practicable. Such designation shall 
not become effective until six months after the notice thereof is published in the 
Federal Register. On and after the effective date of such designation, all poul- 
try and poultry products processed, sold, received, or delivered in any such area 
shall be subject to the provisions of this Act. 


ANTE MORTEM AND POST MORTEM INSPECTION, REINSPECTION, AND QUARANTINE 


Sec. 6. (a) For the purpose of preventing the entry into or flow or movement 
in commerce or a designated major consuming area of any poultry product which 
is unwholesome or adulterated, the Secretary shall, where and to the extent con- 
sidered by him necessary, cause to be made by inspectors ante mortem inspection 
of poultry in any official establishment processing poultry or poultry products 
for commerce or in, or for marketing in a designated city or area. 

(b) The Secretary, whenever processing operations are being conducted, shall 
cause to be made by inspectors post mortem inspection of the carcass of each 
bird processed, and at any time such quarantine, segregation, reinspection as he 
deems necessary of poultry and poultry products in each official establishment 
processing such poultry or poultry products for commerce or in, or for marketing 
in a designated city or area. 

(c) All poultry carcasses and parts thereof and poultry products found to be 
unwholesome or adulterated shall be condemned and shall, if no appeal be taken 
from such determination of condemnation, be destroyed for human food pur- 
poses under the supervision of an inspector: Provided, That carcasses, parts, and 
products, which may by reprocessing be made not unwholesome and not adulter- 
ated, need not be so condemned and destroyed if so reprocessed under the super- 
vision of an inspector and thereafter found to be not unwholesome and not 
adulterated. If an appeal be taken from such determination, the carcasses, parts, 
or products shall be appropriately marked and segregated pending completion of 
an appeal inspection, which appeal shall be at the cost of the appellent if the 
Secretary determines that the appeal is frivolous. If the determination of con- 
demnation is sustained the carcasses, parts, and products shall be destroyed for 
human food purposes under the supervision of an inspector. 


SANITATION, FACILITIES, AND PRACTICES 


Sec. 7. (a) Each official establishment slaughtering poultry or processing 
poultry products for commerce or in or for marketing in a designated major con- 
suming area shall have such premises, facilities, and equipment, and be operated 
in accordance with such sanitary practices, as are required by regulations pro- 
mulgated by the Secretary for the purpose of preventing the entry into or flow 
or movement in commerce or in a designated major consuming area, of poultry 
products which are unwholesome or adulterated. 

(b) The Secretary shall refuse to render inspection to any establishment 
whose premises, facilities, or equipment, or the operation thereof, fail to meet the 
requirements of this section. 


LABELING 


Sec. 8. (a) Each shipping container of any poultry product inspected under 
the authority of this Act and found to be wholesome and not adulterated, shall 
at the time such product leaves the official establishment bear, in distinctly 
legible form, the official inspection mark and the approved plant number of the 
official establishment in which the contents were processed. Each immediate 
container of any poultry product inspected under the authority of this Act and 
found to be wholesome and not adulterated shall at the time such product leaves 
the official establishment bear, in addition to the official inspection mark, in dis- 
tinetlv legible form. the name of the product. a ststement of ingredients if fabri- 
cated from two or more ingredients including a declaration as to artificial flavors, 
colors, or preservatives, if any, the net weight or other appropriate mesure of 
the contents, the name and address of the processor and the approved plant 
number of the official establishment in which the contents were processed. The 
name and address of the distributor may be used in lieu of the name and address 











1284 


of the processor if the approved plant number is used to identify the official es- 
tablishment in which the poultry product was prepared and packed. The Secre- 
tary may permit reasonable variations and grant exemptions from the foregoing 
labeling requirements in any manner not in conflict with the purposes of this Act. 

(b) The use of any written, printed or graphic matter upon or accompanying 
any poultry product inspected or required to be inspected pursuant to the pro- 
visions of this Act or the container thereof which is false or misleading in any 
particular is prohibited. No poultry products inspected or required to be 
inspected pursuant to the provisions of this Act shall be sold or offered for 
sale by any person, firm, or corporation under any false or deceptive name; 
but established trade name or names which are usual to such products and 
which are not false and deceptive and which shall be approved by the Secretary 
are permitted. If the Secretary has reason to believe that any label in use or 
prepared for use is false or misleading in any particular, he may direct that 
the use of the label be withheld unless it is modified in such manner as the 
Secretary may prescribe so that it will not be false or misleading. If the person 
using or proposing to use the label does not accept the determination of the 
Secretary, he may request a hearing, but the use of the label shall, if the Secre- 
tary so directs, be withheld pending hearing and final determination by the 
Secretary. Any such determination by the Secretary shall be conclusive unless 
within thirty days after the receipt of notice of such final determination the 
person adversely affected thereby appeals to the United States court of appeals 
for the circuit in which he has his principal place of business or to the United 
States Court of Appeals for the District of Columbia Circuit. The provisions 
of section 204 of the Packers and Stockyards Act of 1921, as amended, shall 
be applicable to appeals taken under this section. 


PROHIBITED ACTS 


Sec. 9. The following acts or the causing thereof are hereby prdhibited : 

(a) The processing, sale or offering for sale, transportation, or delivery or 
receiving for transportation, in commerce or in a designated major consuming 
area of any poultry product, unless such poultry product has been inspected 
for wholesomeness and unless the shipping container, if any, and the immediate 
container are marked in accordance with the provisions of this Act. 

(b) The sale or other disposition for human food of any poultry or poultry 
product which has been inspected and declared to be unwholesome or adulterated 
under this Act. 

(c) Falsely making or issuing, altering, forging, simulating, or counterfeiting 
any official inspection certificate, memorandum, mark, or other identification, or 
device for making such mark or identification, used in connection with the in- 
spection of poultry or poultry products under this Act, or causing, procuring, 
aiding, assisting in, or being a party to, such false making, issuing, altering, 
forging, simulating, or counterfeiting, or knowingly possessing, without promptly 
notifying the Secretary of Agriculture or his representative, uttering, publishing, 
or using as true, or causing to be uttered, published, or used as true, any such 
falsely made or issued, altered, forged, simulated, or counterfeited official inspec- 
tion certificate, memorandum, mark, or other identification, or device for making 
such mark or identification, or representing that any poultry or poultry product 
has been officially inspected under the authority of this Act when such poultry 
or poultry product has in fact not been so inspected. 

(d) Using in commerce, or in a designated major consuming area, a false or 
misleading label on any poultry product. 

(@) The use of any container bearing an official inspection mark except for the 
poultry product in the original form in which it was inspected and covered by 
said mark unless the mark is removed, obliterated, or otherwise destroyed. 

(f) The refusal to permit access by any duly authorized representative of the 
Secretary, at all reasonable times, to the premises of an establishment engaged 
in processing poultry or poultry products for commerce, or in or for marketing 
in a designated major consuming area, upon presentation of appropriate 
credentials. 

(gz) The refusal to permit access to and the copying of any record as author- 
ized by section 11 of this Act. 

(h) The using by any person to his own advantage, or revealing other than 
to the authorized representatives of the Government in their official capacity, or 
to the courts when relevant in any judicial proceeding under this Act, any in- 
formation acquired under the authority of this Act, concerning any matter which 
as a trade secret is entitled to protection. 
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(i) Delivering, receiving, transporting, selling, or offering for sale or transport 
for human consumption any slaughtered poultry or any part thereof, separately 
or in combination with other ingredients (other than poultry products as de- 
fined in this Act), in commerce or from an official establishment or in a designated 
major consuming area, except as may be authorized by and pursuant to rules 
and regulations prescribed by the Secretary. 


COMPLETE COVERAGE OF OFFICIAL ESTABLISHMENTS 


Sec. 10. No establishment processing poultry or poultry products for com- 
merce or in or for marketing in a designated major consuming area shall process 
any poultry or poultry product except in compliance with the requirements of 
this Act. 

EXEMPTIONS 


Sec. 15. (a) The Secretary shall, by regulation and under such conditions as 
to sanitary standards, practices, and procedures as he may prescribe, exempt 
from specific provisions of this Act— 

(1) poultry producers with respect to poultry of their own raising on 
their own farms which they sell directly to household consumers or restaur- 
ants, hotels, and boarding houses for use in their own dining rooms or in 
the preparation of meals for sales direct to consumers only: Provided, That 
such poultry producers do not engage in buying or selling poultry products 
other than those produced from poultry raised on their own farms; 

(2) retail dealers with respect to poultry products sold directly to con- 
sumers in individual retail stores, if the only processing operation performed 
by such retail dealers is the cutting up of poultry products on the premises 
where such sales to consumers are made; 

(3) for such period of time as the Secretary determines that it would 
be impracticable to provide inspection and the exemption will aid in the 
effective administration of this Act, any person engaged in the processing 
of poultry or poultry products for commerce and the poultry or poultry 
products processed by such person: Provided, however, That no such ex- 
emption shall continue in effect on and after July 1, 1960; and 

(4) persons slaughtering, processing, or otherwise handling poultry or 
poultry products which have been or are to be processed as required by 
recognized religious dietary laws, to the extent that the Secretary deter- 
mines necessary to avoid conflict with such requirements while still ef- 
fectuating the purposes of this Act. 

(b) The Secretary may by order suspend or terminate any exemption under 
this section with respect to any person whenever he finds that such action will 
aid in effectuating the purposes of this Act. 


* * * * * * © 


IMPORTS 


Sec. 17. (a) No slaughtered poultry, or parts or products thereof, of any kind 
shall be imported into the United States unless they are healthful, wholesome, 
fit for human food, not adulterated, and contain no dye, chemical, preservative, 
or ingredient which renders them unhealthful, unwholesome, adulterated, or 
unfit for human food and unless they also comply with the rules and regula- 
tions made by the Secretary of Agriculture to assure that imported poultry 
or poultry products comply with the standards provided for in this Act. All 
imported, slaughtered poultry, or parts or products thereof, shall after entry 
into the United States in compliance with such rules and regulations be deemed 
and treated as domestic slaughtered poultry, or parts or products thereof, 
within the meaning and subject to the provisions of this Act and the Federal 
Food, Drug, and Cosmetic Act, and Acts amendatory of, supplemental to, or 
in substitution for such Acts. 

(b) The Secretary of Agriculture is authorized to make rules and regulations 
to carry out the purposes of this section and in such rules and regulations the 
Secretary of Agriculture may prescribe the terms and conditions for the de- 
struction of all slaughtered poultry, or parts or products thereof, offered for 
entry and refused admission into the United States unless such slaughtered 
poultry, or parts or products thereof, be exported by the consignee within the 
time fixed therefor in such rules and regulations. 


* * * * . . © 
21494—58—pt. 3——-7 
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Mr. Wuirten. I notice you are asking for a substantial increase of 
$5,390,000 to set up this program. I w ish you would advise the com- 
mittee as to what you have done with the $1,300,000 provided last . ear 
your organizational setup so far as performing these services, how 
many people 5 you have already employed, how you are going to station 
your people, whether an inspector will have several plants, what your 

whole program contemplates and what progress you have made to- 
wards setting it up. 

Mr. Weiis. Mr. Chairman, if I may, I would like to introduce Mr. 
Hermon Miller who is director of our Poultry Division. Mr. Miller 
has been head of our Poultry Division for several years, and it seemed 
to me that this matter has grown enough in importance that he might 
make a presentation to the committee. I would like him to m: ake a 
short statement, and then we will discuss it. 

Mr. Wuirren. We would be glad to have his statement. 

Mr. Mitier. Mr. Chairman and gentlemen, Public Law 85-172 was 
approved on August 28, 1957. This law requires that all poultry prod- 
ucts, in order to be el ligible to move in interstate commerce be inspected 
by the United States Department of Agriculture after January 1, 
1959. The law also permits processors to receive service under the 
act during fiscal year 1958. 

The Department of Agriculture will begin to provide such service 
about May 1, 1958. Thus, the act provides a period during which 
there can be a gradual application of this required service so that 
processors may adjust their operations to meet market demands and 
also have a period of time to bring their plants and operations into 
compliance with regulations promulgated by the Department. 

This period also provides time for the Department of Agriculture to 
recruit and train the necessary staff to carry out this function. 

The United States Department of Agriculture has provided a volun- 

tary poultry 1 Inspec tion program for over 25 years. Presently, there 
are better than 350 plants using this service on a voluntary basis. 

Experience in conducting this voluntary poultry inspec tion program 
is invaluable to the Departme nt in developing and carrying out the 
program required by the Poultry Products Inspection Act. Through 
this experience there has been a hard corps of qualified personnel devel- 
oped to lead the mandatory inspection program, as well as valuable ex- 
perience in developing regulations and operating a program under 
these regulations. 

The Poultry Products Inspection Act requires that— 
the cost of inspection rendered under the requirements of this act shall be borne 
by the United States * * * 

Congress made available a total $1,610,000 to support poultry 
inspection activities during fiscal year 1958. This amount of money 
has made it possible to expand the staff and train new personnel 
to carry out the poultry inspection function. 

We should like to point out that adequate training is extre ‘mely im- 
portant because the decisions made by inspectors have a very im- 
portant influence on the economic situation of individual poultry 
processing plants. 

The funds made available for the present fiscal year have also 
made it possible to develop necessary regulations as conduct a 

rather extensive educational program to acquaint the public generally 
with proposed regulations and the purposes of the Poultry Products 
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Inspection Act. In addition, the funds will be sufficient to permit 
granting of service beginning about May 1, 1958. 

An increase is being - requested for $5,390,000 of additional funds 
for fiscal year 1959. This, in combination with the $1,610,000 previous- 
ly mentioned, will provide $7 million of appropriated funds for this 
program during fiscal year 1959. We are hopeful that this will be 
adequate. 

However, we should point out that estimates concerning the needs 
for funds are affected by decisions which must be made by process- 
ing plant management during the first half of the fiscal year 1959. 
A rather comp slete survey indicates that the number of individual 
plants that will require service under this act following January 1, 
1959, will approximate 800. 

This number of plants would require approximately 1,200 inspec- 
tors, plus the supporting staff to carry out this function. Uncertainty 
concerning the need for funds during the first half of the 1959 fiscal 
vear is affected by the decisions which management of these process- 
ing plants must make concerning the date that they would want to 
bring their plants under this program. 

Uncertainty concerning the need for funds following January 1, 
1959, is affected by the adequacy of our knowledge concerning the 
number of plants that must be provided with service following 
that date. 


DESIGNATED AREAS 


(nother feature of the act which should be mentioned is the provi- 
sion for designating areas. Any areas designated under this provi 
sion of the act would require funds over and beyond those required to 

‘arry out the mandator ¥ interstate inspec tion pro islons. 

We do not anticipate any areas will be designated for 2 or 3 years 
because of the mandatory nature of the interstate inspection features 
and, therefore, the need for funds for this activity is not incorporated 
into our estimates for the 1959 fiscal year. 

Mr. Wuirren. You mentioned that designated area. To what do 
you have reference ? 

Mr. a LER. Section 5 of the act, provides that upon application of 
local or State official groups, such as State government agencies or 
local government agencies or officials of those agencies or local poultry 
industry groups, the Secretary may conduct hearings to determine 
need for designating areas, even within a State in which the act will 
be applicable. 

He may conduct hearings if he agrees that the area might well be 
designated and after making findings he must publish his intentions 
to designate it in the Federal Register and give 6 months’ notice before 
an area could be brought under the complete provisions of the Poultry 
Products Inspection Act. There is authority to exempt from certain 
provisions or to exempt in certain situations. 

Mr. Wuirren. In other words, under the act, that which you desig- 
nate at this time, is that which moves in interstate commerce ? 

Mr. Mruzer. That is right. 

Mr. Wurrren. And what this would mean is that under certain 
conditions and under certain requests, after the hearing is held, the 
whole area might be brought within the terms, even though most of 
it might go into interstate commerce / 
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Mr. Mitter. That is right, areas such as New York City. This is 
limited to major consuming areas. It cannot affect the producing 
area. 

Mr. Wetts. It is my understanding, Mr. Chairman, when this pro- 
vision was added to the bill, there was a feeling on the part of some 
people that they might be producing poultry that would be in an area 
where the bulk would be sold in intrastate commerce and they would 
find themselves at a disadvantage when customers and others insisted 
on Government inspection—chainstores, particularly—and they want- 
ed to be included. 

Mr. Mitier. That is right. 


NUMBER OF PLANTS AND EMPLOYMENT 


Mr. Wuitren. How many people have you employed at the present 
time? 

Mr. Mrtzer. We have roughly 550 on the inspection staff at the 
present time. 

Mr. Wuirren. You mentioned 800 plants at the present time. Do 
you have those listed by States? 

Mr. Miter. I have a tabulation of what we know about the States 
at the present time. 

Mr. Wuirren. I would like to have that included in the record at 
this point. 

(The information requested follows :) 


Poultry Products Inspection Act, estimated number of plants subject to compulsory 
inspection 


State Y ear- Seasonal Total State Year- Seasonal Total 

round round 
Alabama_-_- : 18 1 19 || Nevada 0 0 0 
Arizona ‘ l ] 2 New Hampshire 4 0 4 
Arkansas- -- 24 1 25 || New Jersey 17 4 21 
California__.- 32 18 50 New Mexico 0 ] l 
Colorado - : I 10 11 New York 35 7 42 
Connecticut - - - 11 I 12 North Carolina 32 2 34 
Delaware- 12 0 | 12 North Dakota 3 l { 
Florida... 2 2 4 Ohio 24 3 27 
Georgia. 30 l 31 Oklahoma... 9 1 10 
Idaho 3 0 3 Oregon 10 4 14 
Tilinois__. 29 5 34 Pennsylvania 36 3 39 
Indiana. 14 3 17 Rhode Island 2 l 3 
Iowa_.. 21 16 37 || South Carolina 9 1 10 
Kansas - - - 9 2 1] South Dakota 0 4 4 
Kentucky - - | 3 l 4 Tennessee... i) 0 9 
Louisiana_- 2 0 2 || Texas 53 | 6 59 
Maine 10 4 14 Utah. 3 | 6 ) 
Maryland _ - 16 1 17 Vermont 1 0 l 
Massachusetts 9 1 10 || Virginia ‘ 23 4 27 
Michigan is Q 2 11 Washington 7 4 11 
Minnesota__._..._-_| 22 12 34 West Virginia 5 ] 6 
Mississippi -- ---- 12 0 12 || Wisconsin. ........ 15 6 21 
Missouri........... 23 8 31 || Wyoming are 0 0 0 
Montana... ..-..- 1 0 1 


Nebraska aa 16 5 31 RUM i ica 627 154 ' 781 
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Mr. y one: ar Is there any penalty on a plant that doesn’t notify 
you in time? Are the penalties invoked if they fail to do so? 

Mr. Mixer. Tf we had not had a contact from the plant by Janu- 
ary 1, 1959, they would be in violation of this act if they shipped 
products in interstate commerce. 

That is one reason we are doing a lot of educational work. We 
mailed out a questionnaire to about 2,700 plants—the plants we knew 
about. We have been trying to reach all the plants. 

Mr. Wuirren. You say about 800 plants. I realize that some of 
those would probably require supervisory personne] too. Maybe on 
some of those you would figure on having about 1 inspector at 1 plant, 
is that it? 

Mr. Mitier. It will average about 114. 

Mr. Wuirten. It would average more than one man? 

Mr. Mier. Yes, sir. There are certain situations where that 
would be so, and there are certain situations where there would be 
less than 1 man per plant because there may be several plants in 
some areas where they will be operating only 1 day a week, and 1 man 
could cover 5 plants. 

Mr. Wuirren. Through the years we have found that the packers 
have wished to work overtime at certain periods and remain closed 
at_ other times, in an effort to meet their load. Accordingly, the 
Congress has provided that overtime by such packers would be paid 
for by the packer. 

I believe the way it is the Department bills the packer for the 
extra time. 

Mr. Mrirer. That is right. 

Mr. Wuirren. From your presentation it appears that such a pro- 
vision is not included in this Poultry Inspection Act. It strikes me 
that such a provision should be included. 

Otherwise, the overtime payment would become very expensive to 
the Government; and yet you would need to be able to do something 
like that frequently to cooperate with the processor. 

Mr. Mitier. The act is specific in requiring that they pay overtime; 
and when I wrote out this section, I just didn’t put that provision in. 
It reads: 


The cost of inspection rendered under the requirements of this act shall be 
borne by the United States, except that the cost of overtime and holiday work 
performed in establishments subject to the provisions of this act at such rates 
as the Secretary may determine shall be borne by such establishments. 

Mr. Wurrren. It will be done in the same way as in the meat 
packing ? 

Mr. Mrixuer. Yes, sir. 

Mr. We ts. We have tried to pattern our arrangements as nearly 
as possible after the meat inspection law. 


SALARY RATES 


Mr. Wuirren. What about the salary arrangement? Is it going to 
be comparable with other activities in the Department ¢ y 
Mr. Mitre. The classifications of people in the meat and poultry 
— tions will be comparable. 
resently the veterinarian inspectors enter at the sixth step in a 
cet 9 if they are experienced men and if they are operating in 
plants. 
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We have several categories, but that is the general. The new 
veterinarians just out of “college go to the top of grade 7. We have 


grade 5 5 and 6 lay inspectors who “do a great deal of the routine work 
in plants. 


INSPECTOR QUALIFICATIONS AND TRAINING 


Mr. Wuirren. You are talking about training personnel. Are 
you having difficulty getting qualified personnel, or are you having 
to take people and train them in this work? 

Mr. Miter. We don’t have many trained personnel available for 
employment but we do have a large number of applicants that have 
gone through certain stages of clearance, who would be qualified as 
lay inspect tors—that is nonveterinarians—and I would guess we have 
around 75 veterinarians who have applied for jobs as inspectors. 

Mr. Wuirren. Describe to the committee what the qualifications 
would be to qualify for appointment to this job. I am talking about 
a man with minimum qualifications, what he would have to do. 

Mr. Mrtter. The person who makes the final determination as to 
whether a carcass is wholesome or unwholesome is required to have 
a DVM [doctor of veterinary medicine]. He is required to be a grad- 
uate of a veterinarian school. 

The lay inspectors are required to have 3 years experience in some 
allied field. However they may substitute education for experience. 
We train them, and it is very important that they be trained because 
an error can be very costly, if the conditions exist for any length of 
time, so we feel it is very important that we give them adequate train- 
ing. To train them we plan at this time—we have not done this yet 
because we have not gotten into this operation but we have a person 
in charge of developing a program—to bring them into a classroom 
situation for 2 weeks. Then we expect to take them out and put them 
in plants under continuous supervision, building their experience in 
that way, so that they become better inspectors. Then if we can, we 


would like to bring them back for another week of study before we 
put them in plants, 


INSPECTOR’S AUTHORITY AND APPEAL PROCEDURI 


Mr. Wuirren. Under that act, do these inspectors have complete 
control as to whether the carcass is thrown aside as being unfit for 
human use? 

Mr. Miruer. Yes, there is an appeal procedure. Management can 
appeal to a higher authority in the inspection unit. 

Mr. Wurrren. That would be some general condition where it might 
require a change in the equipment or something of that sort; is that 
right? 

‘Mr. Mituer. There could be conditions, such as the health condi- 
tions of the birds on which there might be disagreement. 

You mentioned earlier our organizational setup. We have six area 
offices staffed with a supervisor and assistant area supervisor that will 
be in constant touch with these plants. We do not know yet how 
many assistants will be required. Processors can appeal if they have 
a reaction against the decision of an inspector in charge of their plant. 
They can appeal to the area office to have it investigated, and see if 
this is right. 
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We have never had any problem in that regard. Frankly, we have 
few complaints. 

Mr. Wetts. The plant has to pass certain qualifications and require- 
ments for cleanliness and so on before we start inspecting them. 

Mr. Mitier. That is right. 

Mr. Wuirren. In case a plant is not built to meet these qualifica- 
tions who has the enforcement of this provision? Do you just 
certify this to the Department of Justice or to the Solicitor of the 
Department. 

Mr. Mrtuer. Yes. The act provides that the Secretary does not 
have to report every violation. In other words, if he can accomplish 
the job without reporting it, he is not compelled to do it just because 
somebody didn’t follow the requirements of the act except for repeated 
cases of flagrant cases. There is some discretionary headroom there. 

Mr. Wutrrten. Mr. Horan? 

Mr. Horan. I am very much interested in this. I think if it is prop- 
erly set up, it could help in the poultry industry on a broad scale. 

We have had some complaints, I think some of them are perhaps 
overdone, but coupled with this, of course, is the inadequacy of our 
veterinary colleges to supply the necessary veterinarians right now. 

Mr. Mirxer. That is right. There is a shortage. 


POULTRY PROCESSING OPERATION 


Mr. Horan. I was interested in your discussion with the chairman. 
Could you give m3 some idea now just how this inspection is carried on ? 

Mr. Mitier. I don’t know if you have seen a poultry-processing 
plant or not. It is a rather high-speed type of operation. In the 
poultry industry, in the broiler areas, for example, the chickens are 
picked up at the farm from commercial producers who may have 
from 20,000 to 40,000 in the house. 

They are brought into the processing plant on trucks that have 
what are called baskets or coops on them, and then are hung immedi- 
ately on a line. 

This line has shackles placed on it about 6 inches apart. There is a 
chicken on each shackle and, of course, after killing and bleeding it 
goes through scalding tanks which run up to 80 feet in length. 
Then it goes to an area of mechanical pickers with the chickens hang 
ing by their feet and then through a series of pickers with the chickens 
hanging by their heads. 

Then the chickens are transferred to another line, usually hanging 
by their shanks and their head. The body is then opened. ‘The edible 
giblets are pulled out and the viscera is pulled and left attached ready 
for inspection. 

Then the inspection takes place, and the chicken goes on through 
to complete the evisceration operation. The edible giblets are removed, 
washed and trimmed. The viscera falls into a flowing stream of water 
underneath the entire operation that carries all the offal and waste ma- 
terials out of the plant. 

That is what is done. After they are processed, of course, they are 
immediately chilled. 

Mr. Horan. I am familiar with that. I visited such a plant near 
Lake Chatek, Wis., last summer. It is quite an operation. 

Mr. Mitier. Yes, it is. 
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Mr. Horan. How would the lay inspector perform? Where does 
he stand? Does he look at each carcass or does he take one at random ! 

Mr. Miizer. He looks at every one of them. After all, the label is on 
every bird and every bird must be examined. 

He grasps the chicken by its thigh and drumstick through this part 
of his hand [indicating], and feels the muscle tissue. He palpates, 
feels the spleen and the liver, and observes them to see if there are 
any lesions, and observes the viscera to see if there are any lesions 
there. 

He is required to check the bird, turn it over if he cannot see it other- 
wise, to determine whether all the feathers and pinfeathers are re- 
moved, and look at its head. He makes his determination in about 3 
seconds as to whether that bird has any unwholesome conditions in it. 

This act also requires that an ante mortem examination be made— 
that is before death. Inspectors do observe the condition of the live 
birds. 

Mr. Horan. Then it is possible for a lay inspector to do this work ? 

Mr. Mitter. There are some limitations on the lay inspectors—they 
can separate the normal from the abnormal—can condemn the strictly 
unwholesome as evidenced by their condition; but there is that twilight 
zone where the veterinarians indicate that the job must be done “by 
veterinarians. 

Mr. Horan. I suppose you are preparing colored pictures to show 

various conditions. 

Mr. Miter. We have 127 or 130 some slides of various conditions 
of poultry. 

Mr. Horan. We are on market development and research now, Mr. 
Chairman ? 

Mr. Wuirten. Yes. 

Mr. Horan. I was interested. Several things are happening now 
that makes industry quite happy. We have made the hearing boards 
available where arguments come up between the lumber industry and 

the Forest Service. A man that is an inspector, he has a semijudicial 

office, and I am happy to hear you say that an appeal is available to 
the poultry industry in case of some difficulty that might arise between 
the Inspection Service and the industry itself. 

Mr. Mixtrr. You are aware, Mr. Horan, that we have inspectors 
already and have about 260 year-round plants already under service ? 

Mr. Horan. And counting the seasonal plants ? 

Mr. Wetts. About 350 in all. 

Mr. Horan. There is one item there I wonder if there is anything 
that occurs in the Marketing Service that might be useful to the 
poultry industry. 

May I go off the record a minute, Mr. Chairman ? 

Mr. Wuirren. Yes, Mr. Horan. 

( Diseussion off the record.) 

Mr. Wuirten. Back on the record. There is one other question I 
would like to ask. 





POSSIBILITIES FOR INTEGRATING SUPERVISION OF MEAT AND POULTRY INSPECTION 


I am wondering why this could not be integrated with the existing 
Meat Inspection Service. 

Mr. We tts. We discussed this in the Department of Agriculture, 
Mr. Chairman, at considerable length at the time the poultry bill was 
being considered. The Agricultural Marketing Service has conducted 
a voluntary poultry inspection service for years. ‘This service, oper- 
ated with veterinarians and lay inspectors, has been financed and 
organized under the Marketing Service’s programs together with the 
poultry grading work and the inspection and grading activities for 
all other commodities with the exc eption of inspection of red meat. 

The decision was to continue poultry inspection and red meat inspec- 
tion as two separate services. It was decided to leave them as they 
are presently because of the volume of work that is involved; because, 
in most cases, the plants that are slaughtering red meat are not 
slaughtering chickens and vice versa; and because of the feeling that 
if you put them together, you would still have two basic services with 
about the same amount of overhead. 

The legislation is directed to the Secretary of Agriculture, and not 
to a particular service. In other words, the Secretary does have the 
authority to handle this as he sees fit. 

Mr. Wuirren. All of us will remember that a number of years ago, 
the Congress required the inspection costs to be paid by the processors. 
Subseque ntly, the meat industry was able to get that law repealed, by 
misleading arguments which were made on the floor of the House, 
and I am sure in the other body, to the effect that the public health 
would be affected by whether the Government billed the packers or 
not. 

In any event, the bill was repealed. My attention is called now to 
the fact that this inspection is going to run about $24 million. This 
amount was formerly an expense of the industry and now is not, and 
you can see from that we are going to have to give some attention to 
how much the cost is going to be. 

I think the meat-inspec tion service, bolstered up by the meat indus- 
try, are about the most vociferous lobbyists that I know about. I have 
visits and letters every week. I realize that is their privilege, and 
I am glad it is, but it is a difficult thing to deal with. That being 
true, we need all the help we can get from the Department of Agri- 
culture in keeping this in line. 

I realize that you are just getting started, and I think it would be 
a mistake to bear down on you now, but we will expect you to set up 
your offices in consideration of the other meat-inspection service and 
locate your offices, with the idea in mind that perhaps it would be wise 
for you to consolidate these things. 

There is another reason for that. Off the record. 

(Discussion off the record.) 
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Mr. Miutixr. What I want to say is that the veterinarians can be 
used in a broader sense than one per plant. We have presently around 
350 veterinarians, and we may be able to get another hundred, which 
would mean 450 veterinarians with a potential of 800 plants. 

We will be using veterinarians for this service between plants. 
They will be available to make final determination and condemnations 
and to supervise and carry out the final determinations with regard 
to inspection activity. 

That could not be reduced a great deal by consolidating with red- 
meat people at these levels you mentioned because actually if you 
study the two, I think you would find very little similarity between 
the poultry-processing plants and meat-processing plants. 

Mr. Wuirren. If you have got a man there on the ground doing 
the work, and the plants are at different places, there is ‘nothing to be 
gained. But at the district level, where it is mostly paperwork, or 
where it isa case of m: aking an occasional visit to a plant, or where 
there is a case of an appeal, , certainly veterinarians would be capable 
of dealing with work in the various fields. So I think you should 
give some thought to that. 

Mr. Wetts. I will discuss this with Dr. Shaw, and we will be 
prepared to discuss this with you at the appropriate time. 

Mr. Anpersen. Mr. Chairman, may I interrupt ? 

Mr. Wurrren. Yes. Mr. Andersen. 

Mr. Anpersen. Mr. Miller, I am very interested in this discussion. 
I believe you stated earlier today that you are going to require about 
1,200 inspectors and veterinarians in the poultry program; is that 
correct ? 

Mr. Miter. They will be veterinarians and lay inspectors in the 
plants. 

Mr. Anpersen. As Mr. Whitten has stated, veterinarians are hard 
to get. The more veterinarians who are taken up by the Department 
in this work, the more difficult it is for the farmers throughout. the 
farming regions to have the services of sufficient veterinarians. 

I am personally interested as far as possible in seeing to it that you 
do not utilize more qualified veterinarians than necessary in this par- 
ticular work. 

I am just wondering why—and I believe you have already brought 
this out—that you cannot use lay inspectors to a good extent and 
then in the case of a difficult conclusion call in a qui alified veterinarian 
to make the final decision. You plan to do this, do you not? 

Mr. Mitter. That is right, except that you cannot use lay inspectors 
to the extent that you could go away and leave a plant for a week or 
two weeks or a few days. 

Mr, AnperseEN. I can see that, but now if we have 6 or 8 poultry 
plants in one general area, why could not one qualified veterinarian 
have under him 6 or 8 lay inspectors and make sure that the proper 
kind of job was being done? 

Mr. Miter. He could have 6 or 8 lay inspectors and could have a 
number of plants. I would want to say this, however: I think 6 or 
8 plants would be too many for one veterinarian as he needs to be able 
to get to them once every half day or often enough to check on any 
questionable products—this is a guideline. The veterinarians are our 
technical people whom we must rely on for this information. We must 
rely on what they tell us that there must be a qualified person who 
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makes final determination on any questionable product and that they 
are not willing at the present time to delegate that to a nonveterinar- 
jan person. 

Mr. Anpersen. I do not care so much about their willingness as I 
do what they are able to delegate as a practical matter. 

I feel that some good, well qualified lay inspectors can do the bulk 
of this work. Some veteran poultry producers whom I know would 
jump at the chance to get it and make $400 to $500 a month as a lay 
inspector, if each such inspector just had a legally qualified veteri- 
narian to come and look over the work and see that he is doing the 
right job. Then in case of a bad quantity of poultry coming in let 
that veterinarian come in to give his O. K. as to what the plant should 
do or should not do. I think we could go a long way toward limiting 
the number of actual graduate veterinarians in this work. 

Certainly, you need a certain number, but I do not think you need 
one to one. 

Mr. Miuier. That is absolutely right, and I think they are limiting 
themselves actually with 450 for 800 plants. With many plants, as in 
your State for example, it is very difficult to find a situation where you 
can use a veterinarian in more than one plant. 

Mr. Anpersen. I agree with that. Conditions, of course would 
vary. 

Now, Mr. Wells, I would like to join with the chairman in suggest- 
ing that you very carefully consider the consolidation of your staff 
at the area offices and above to save money in the administration of 
these various inspection programs. 

Mr. Weis. We will be very glad to consider that, and I will diseuss 
that with Dr. Shaw and we will be glad to discuss that again with 
vou. 

I think there are two different operations involved. I am under 
the impression that, in the meat inspection service, the main meat- 
packing cities are their districts. We have six geographical districts 
in the poultry inspection program which is less in the way of district 
offices than they have, and I think what we ought—— 

Mr. AnprrseEN. I just joined with the chairman. 

Mr. Wetts. Let me put it this way: I think we all would agree 
that if the inspectors are working in a plant and busy fulltime it 
makes little difference from an employment and cost viewpoint at 
that level and, therefore, the question becomes largely one of the 
district or supervisory offices and I think we ought to look at the over- 
all superstructure and see what can be done. 

Mr. Anpersen. Mr. Chairman, I want to say this about Mr. Wells 
and his staff. I think they are doing a good job on this, and, conse- 
quently, that is why I have been sitting here virtually all afternoon 
asking no questions. 

When they are doing a good job, that brings from me practically 
no questions. I want to compliment you people. You are doing a 
splendid job. 

Mr. Weuts. Thank you, 


NUMBER OF VETERINARIAN COLLEGES AND GRADUATES 


Mr. Wurrren. It has been suggested that we might have for the 
record the number of veterinarian colleges in the United States and 
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the approximate number or the average number of graduates each 
year. 

It is a tight situation, and I think it might be well to the extent 
that you can to obtain that information for the record. 

Mr. Wetts. We will and then insert it in the record. 

(The information requested follows:) 

As of August 20, 1957 there were 40 veterinary schools approved by the United 
States Civil Service Commission and United States Department of Agriculture 
for purposes of employment of their graduates by the Federal Government, with 
approximately 800 graduates each year. 


NEED FOR COMPULSORY INSPECTION 


Mr. Wurrren. The other thing that I would point out is that this 
compulsory poultry-inspection bill was passed by the legislative com- 
mittee based on its hearings. Insofar as the Appropri: itions Subcom- 
mittee is concerned, we have not had any information as to the need 
for such compulsory inspection. 

I do not mean that the need does not exist. I just mean we have no 
knowledge of it. So I would like for you to bring forward in our 
record whatever testimony you had in connection with supporting this 
bill. The true facts would enter into how much was required to bring 
about a proper handling of this matter. After all, this inspection serv- 
ice is primarily for the consumer, though there are certain benefits in 
the long run to the agricultural producer too. But I do believe it 
would be well for this record to carry whatever the facts are with 
regard to what the condition 1s. 

Mr. Wexxs. May I put in the record our statement either before the 
House or the Senate or both supporting the bill? 

I think the more complete statement was probably in the presenta- 
tion before the House. 

Mr. Mitter. Our statements were very similar. 

Mr. Wetts. And in addition to that you might want a listing of the 
organizations which testified in favor of this bill. 

Mr. Wurrren. That carries some w eight, but I would rather find out 
how many cases you had in the U nited States of bad poultry being 
found on the market. 

If you had none, I think the organization is probably a little bit 
premature. Doubtless, you did have some. But what I am interested 
in is having in the record the number of instances that have occurred. 

There are a lot of falks who might charge the cost of poultry-proc- 
essing inspection to the Government because they thought it was 
worthwhile. But there are other folks who might have petitioned 
for it because they had a cousin that wanted to get one of these in- 
spector’s jobs. And some others might figure they had a constituent 
who might want a job. 

What I want to know is what trouble you had in the field before 
this bill was passed. 
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(The information requested follows :) 


MATERIAL SUBMITTED IN SUPPORT OF THE NEED FOR THE COMPULSORY 
INSPECTION OF POULTRY 


I. ACTIONS TAKEN BY THE DEPARTMENT OF AGRICULTURE WHICH REFLECT PROBLEMS 
ENCOUNTERED IN MARKETING OF POULTRY 
Summary of post mortem examination of poultry by USDA Poultry Division, 
Inspection Branch 
These actions were taken under the voluntary inspection programs which in 


or 


1957 has covered only about 25 percent of the sales off farms. 


Weight 
Year (calendar 


Inspected Condemned 
(pounds) (pounds) 
1951 694, 530, 135 4, O75. 121 
1952- 902, 907, 357 5. 766. 118 
1953 1, 003, 841, 374 6. 029, 859 
1954 1, 139, 703, 950 6, 969, 529 
1955 1, 032, 078, 791 7, 157, 648 
1956 1, 447, 542, 090 11, 270, 951 
1957 1, 688, 200, 417 15, 914, 582 


Total weights on ready-to-cook basis; condemned weight on New York dressed basis—earlier years all 
New York dressed weights. 


If. MATERIAL CONTAINED IN HEARINGS BEFORE THE SUBCOMMITTEE ON POULTRY 
AND EGGS OF THE COMMITTEE ON AGRICULTURE, HOUSE OF REPRESENTATIVES 


1. Statement of Mr. Hermon I. Miller, Director, Poultry Division, AMS (hear- 
ings, 84th Cong., 2d sess.), pp. 92 to 97) 


* * * * x * + 


The Department of Agriculture conducts many food-inspection programs under 
various authorities provided by Congress. All red meat which enters interstate 
commerce is inspected for wholesomeness under the Federal Meat Inspection 
Act passed in 1906. The golden anniversary of this red-meat-inspection pro- 
gram is now being celebrated. The Department also conducts an inspection 
service for processed fruits and vegetables and a comprehensive poultry-inspec- 
tion service under the Agricultural Marketing Act of 1946. The food-inspec- 
tion programs carried on under the Agricultural Marketing Act are of a service, 
nonmandatory nature, since this law does not give the Department authority 
to impose requirements for inspection of agricultural products moving in inter- 
state commerce. Therefore, these inspection programs are available on a vol- 
untary basis, as a service that is helpful both to industry and consumer groups. 

In poultry marketing, the Department provides three different types of serv- 
ice. It may be helpful in your consideration of compulsory ‘poultry inspection 
legislation to review briefly these three nonmandatory services. 

(1) Inspection for wholesomeness: This service provides for detailed inspec- 
tion of individual birds at the time of processing. The consumer can recog- 
nize when this inspection service has been performed by a distinguishing mark 
which is in the form of a circle, and contains within this circle, “U. S. In- 
spected for Wholesomeness.” This guarantees the consumer that the ready-to- 
cook poultry covered by this mark was processed in a plant which met the 
rigid sanitary facility and operating requirements of the United States Depart- 
ment of Agriculture, and, further, that at the time of evisceration every in- 
dividual bird was examined by a qualified inspector, either a veterinarian or 
a lay inspector under the direct supervision of a veterinarian, to determine its 
fitness for human food. Any bird which is not considered suitable for human 
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food is condemned on the spot by the inspector and so treated as to preclude 
its use for human food. 

The regulations under which inspection for wholesomeness is conducted rep- 
resent the experience of a 28-year period during which this program has been 
in operation. They have been developed in accordance with the requirements 
of the Administrative Procedures Act, which permits the public to participate 
in the formulation of such regulations. The standards set forth in these regu 
lations are extremely high. They incorporate the views of many scientists 
and of public health agencies. In fact, the sanitation requirements of these 
regulations provided the pattern for the suggested code for poultry plant sani- 
tation which was published by the United States Public Health Service, and 
developed through the cooperation of public health agencies and industry. 

The poultry inspection for wholesomeness program has received wide ac- 
ceptance. The use of this service has been expanding very rapidly in the last 
few years. In 1951, for example, only 145 plants made use of this service: 
whereas today there are approximately 300. In addition, there are approxi- 
mately 125 applications for this service in various stages of clearance. 

Mr. McIntire. Do you have in your statement somewhere an estimate of the 
total number of plants so that we could get this figure in perspective? 

Mr. Mrcter. The only information we have on that, Mr. McIntire, is a Depart- 
ment survey, made about a year and a half ago, which indicated that there are 
about 650 or 700 of what we call line processing plants that process 30,000 pounds 
of produce a week or more. That is the information we have on this. 

Mr. McIntire. Thank you. 

Mr. Mirrer. In 1955, approximately 114 billion pounds of poultry were evis- 
cerated under this program. This quantity represents about 25 percent of all 
poultry sold off farms that year. It represents approximately 50 percent of the 
poultry moving in interstate commerce. 

I would like to underscore that “approximately” because that is just an edu- 
-ated estimate. 

Mr. McIntire. Let me interrupt you again, if I may, Mr. Miller. What do 
you mean by “of all poultry sold off farms”? 

Mr. Miter. Taking the total production on farms and removing from it the 
consumption of products raised and used onfarms. That reference was to poultry 
raised on farms, poultry, turkeys and ducks. 

Mr. JoHnson. And 25 percent of the industry is doing it voluntarily? 

Mr. Mirter. Twenty-five percent of the product sold off of farms is inspected ; 
that is, taking the total sales off farms and dividing it into the total amount which 
is inspected. 

The poultry inspection service is under the supervision of highly qualified 
veterinary personnel. The staff of 425 professional people includes 300 veteri- 
narians. There are some staff members who have been with this service since 
its inception 28 years ago. All those engaged in this work are employees of the 
Department, or are State employees licensed by this Department under a cooy 
erative agreement with Federal supervision. 

(2) Grading for quality: This service provides for the determination of quality 
of processed poultry. The consumer can recognize the poultry product which has 
been processed and graded for quality by the Department by a shield-shaped mark 
containing within it words to designate its quality, which would be U. S. grade A. 
U. S. grade B, or U. 8S. grade C. Grading service on bulk packages of poultry 
can only be performed on those birds which were processed in an approved plant 
meeting the same sanitary and operation requirements as used in plants processing 
under the Department’s inspection-for-wholesomeness program. 

That refers to dressed poultry, not ready-to-cook poultry. 

The official grade marks on individual consumer packaged products can only 
be used on ready-to-cook poultry which has been inspected and approved for 
wholesomeness. The purpose of the grading service is to facilitate marketing at 
all levels of distribution through the use of standard grade designations of quality. 
In 1955, approximately 500 million pounds of poultry were graded under this 
program. 

Certification for quality is performed by qualified individuals who are licensed 
by this Department after carefully determining their qualifications. Licensees 
are closely supervised and their work is continually evaluated by civil servant 
supervisory personnel. 


Mr. McIntire. That is not the same personnel that does the inspection work 
on wholesomeness ? 
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Mr. Mitier. No; we have made a provision where we do cross-licensing under 
this for the sake of making the greatest use of personnel, but that is used very 
restrictively. 

Mr. McINTIRE. But your inspection service for wholesomeness is separate and 
apart from the inspection service on grading? 

Mr. MILter. Yes, sir; that is right. They are two separate activities. 

(3) Plant sanitation program: This service program provides for plants to 
operate under Department of Agriculture supervision when processing poultry 
into dressed form to assure that the plant complies with rigid sanitary facility 
and operation requirements during processing. This service is necessary to pro- 
vide evidence that poultry is processed in a sanitary manner when it is moved 
as dressed poultry into plants for further processing under official inspection into 
-anned or ready-to-cook form. 

Unlike red meat, poultry is not always eviscerated in the same establishment 
where slaughtered. The sanitation program for plants producing dressed poultry 
which may later move to a plant for further processing under official inspection 
was inaugurated in 1951. This was done to assure that all poultry was processed 
in a sanitary manner from the time of slaughter until shipment from the plant in 
processed form. 

Since it is not possible to determine with definiteness whether poultry is fit for 
human food until evisceration takes place, no certification is made regarding 
wholesomeness under this plant sanitation program. The label distinctly states 
that the product is dressed poultry processed under USDA sanitary standards. 
It also makes clear that this dressed poultry was neither inspected for whole- 
someness, nor graded for quality. Moreover, this label can be used only on bulk 
containers and cannot appear on individual consumer packages. 

This plant sanitation service is performed only by a qualified licensed and 
closely supervised by civil-service supervisory personnel. In 1955, about 1.7 
billion pounds of poultry were processed in the plants certified under this program. 

Mr. McIntire. Pardon an interruption again, Mr. Miller, but I want to get 
these questions in at the proper point. In your plant-sanitation program, these 
same plants are under the supervision of State or municipal bureaus or divisions 
of public health, are they not? 

Mr. Mrirter. Yes, they may be. 

Mr. McIntire. That is not your responsibility ? 

Mr. Mriter. That is right. 

Mr. McIntire. But in addition to your inspection for plant inspection, there 
may also be the local authority of the Bureau of Public Health in the State? 

Mr. Mitter. That is right. 

This service is primarily for the purpose of providing feeder plants. In other 
words, the dressed poultry is prepared in this plant under the same sanitary 
requirements as if it were done in the eviscerating establishments. 

I think the records will show that there were 46 plants of this kind that disap 
peared from the scene in Iowa in the past few years. 

Mr. JoHNsoN. You mean that one operation is done in one place and another, 
in another? 

Mr. Mriiier. Yes; that has been true. 

Mr. Jonnson. You may cover this later, but is it not a fact that poultry can be 
perfectly healthful and if it is not properly cooled and handled, it can be rendered 
unhealthful? 

Mr. Miiter. Yes; it is a perishable commodity. 

Mr. McIntire. Would you put your label for wholesomeness on a product where 
they did the eviscerating work and the dressed poultry came from a plant that did 
not meet your standards of sanitation? ~ 

Mr. Mrtter. There must be a certification on it. The product must be produced 
under the supervision of the Department, or we would not certify it. 

Mr. Jounson. Where you certify the product as to sanitation, they have to 
have proper cooling, and so forth? 

Mr. Miuuer. Yes. There is a requirement that the temperature must be re- 
duced to a certain level, I think to 40°, before leaving the plant. 

The present interest in making poultry inspection compulsory under Federal 
law represents a development which logically stems from the experience gained 
over the years under the Department’s voluntary program. During the last 2 
or 3 years, this interest has grown to the point where proposals for such legis- 
lation are being supported by most of the farm organizations as well as industry 
and consumer groups. Perhaps a brief 4escription of some of the changes 
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which have taken place in the production and marketing pattern for poultry 
will be helpful in considering legislation for compulsory poultry inspection. 

During the last 20 years, poultry-meat production from both chickens and 
turkeys has increased from 2.9 billion pounds live weight in the 1935-39 period to 
6.6 billion pounds in 1955. The per capita production of poultry meats has also 
increased. Despite a growing population, consumers have been provided with 
about 80 percent more chicken meat and 120 percent more turkey meat in re- 
cent years than was true in the period of the late thirties. 

Mr. JoHNson. Do you have figures showing the percentage of poultry produc- 
tion that is now being produced under inspection? 

Mr. Mriiier. Yes. It is about 25 percent of the sales off of farms of poultry 
that is being processed under inspection. 

The type of poultry being produced has also changed, and areas of produc- 
tion likewise have changed. In the early thirties, practically all of the poultry 
meat came from the general-type farm, and chicken meat produced was largely 
a byproduct of egg production. Today, the great bulk of all poultry meat 
marketed comes from commercial-type operations. 

The egg farms are big, too. Where you have a concentration of the popula- 
tion. there are a lot of large flocks in these large establishments. 

The phenomenal growth of the commercial broiler industry is undoubtedly 
familar to the members of this committee. Commercial broiler production was 
hardly recognized as an industry in the late thirties. In recent years, the num- 
ber of broilers produced has exceeded 1 billion head per year. The production 
of turkeys likewise has become highly commercialized, and turkey production 
is becoming concentrated in specific geographical areas. This centralization of 
poultry-meat production has brought into being mass movements of poultry 
products in interstate commerce. As a result of this great change to commercial 
production units, substantial advances have been made in processing and market- 
ing methods. Today most of the industry is well equipped with modern sanitary 
facilities and the skills needed to produce high quality products. 

The retail merchandising of poultry has changed rapidly, too. Today the 
housewife is offered poultry as a convenience food item to the same extent, if 
not to a greater extent, than most other foods. During the past 20 years, the 
product offered far sale has moved through the phases from live to dressed or 
“New York dressed,” to birds which are ready to cook, and more recently to 
such convenience foods as fully prepared dinners, boned chicken, and poultry- 
meat pies which require no preparation by the housewife other than heating. 

Mr. JoHNsON. How would you show your inspection on one of those pies? 

Mr. MILter. On poultry, the indicia, the round circle is on the pie. 

Mr. JOHNSTON. I see. 

Mr. Miter. These trends are undoubtedly the cause of the tremendous ex- 
pansion in the use of the Department’s inspection services and also the reason 
why there is increasing interest in making poultry inspection mandatory by law. 

There are, of course, some definite limitations to the benefits to be derived 
from compulsory poultry inspection. These must be recognized as openly as 
possible for the simple reason that compulsory inspection at processing plants 
is not the cure-all that some of its advocates anticipate. 

For example, compulsory inspection will not eliminate the possibility, that 
exists with all foods, of people becoming ill after eating a meal either at home 
or in a restaurant. No inspection program, no matter how rigid, could com- 
pletely eliminate the occurrance of human sickness resulting from the consump- 
tion of any food product. This is true because reports of food-poisoning cases 
reveal that practically all of them result from mishandling the product after it 
leaves the processing plant where it could be inspected. Such cases of illness 
are usually the result of mishandling of the food product in the home or in the 
public eating establishments. 

Also, seizures of poultrv in marketing channels will not be completely elimi- 
nated throvgh the imposition of compulsory inspection. Most food seizures re- 
sult from improper handling or damage during marketing—that is, after the 
product leaves the processing plant. Therefore, compulsory inspection at the 
processing plant would not eliminate those types of seizures. However, if legis- 
lation for compulsory poultry inspection should eliminate the movement of 
dressed poultry in interstate commerce, except to plants operating under inspec- 
tion as is contemplated under H. R. 10527, the seizures of poultry would be 
reduced since records indicate that most seizures are of dressed poultry rather 
than the ready-to-cook poultry items. 
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There is also some misconception about the extent of coverage that would be 
provided through a compulsory poultry inspection program under Federal law. 
We should like to point out that such a Federal law would primarily control poul- 
try moving in interstate commerce. The elimination of unwholesome poultry 
produced for sales in intrastate commerce could only be brought about by an 
active program on the part of local authorities. We in the Department would, 


of course, want to assist these local authorities in every way possible as we 
are now doing. 


Statement of Dr. Roy E. Willie, Chief, Inspection Branch, Poultry Division, 
AMS (Hearings, 85th Cong., 1st sess., pp. 49 and 50) 
a * * + ao a € 

Mr. Watts. What diseases, in birds, would show up in ante mortem inspection 
that would not show up in post mortem inspection ? 

Dr. WILLIc. Well, it is pretty hard to make an accurate diagnosis of poultry 
diseases on ante mortem inspection. There are a number of diseases and condi- 
tions of course that are determined on ante mortem inspection such as respira- 
tory diseases which include quite a number of diseases, specific diseases of poultry 
and certainly respiratory diseases can be observed on ante mortem inspection. 

Some of the nervous diseases, such as the nervous form of Newcastle disease, 
can be observed on ante mortem inspection. 

Whether the inspector could make a positive diagnosis, of course, that is 
subject to question because after all it would require a laboratory diagnosis but 
I should say that he would be able to throw out birds because of nervous 
conditions, respiratory conditions, crippled birds, of course, and birds in a 
dying condition that may be suffering from a number of diseases. 

The inspector actually would not be able to make a positive diagnosis—he 
would be able to diagnose, of course, fowl pox if it existed. 

Mr. Warts. Would those diseases show up in post mortem inspection? 

Dr. WILLIE. Yes, they do and a number of these diseases, of course, for in- 
stance the nervous diseases, if that was the only lesion available, that is to 
say, if the only clinical symptoms were evident were lesions and there were 
no post mortem conditions or lesions visible, then of course he would have 
nothing to base his final disposition on the bird, he would have to pass that if he 
did not perform an ante mortem inspection previously but with coordination of 
ante mortem inspection and post mortem inspection a bird suffering from a nerv- 
ous disease when it reached the inspector, he certainly would have an op- 
portunity to use the ante mortem history and pass judgment in accordance 
with the prescribed instructions. 

Mr. Watts. As I understood, on the voluntary program, you have some 
ante mortem inspection now ? 

Dr. WiLLic. That is right. 

Mr. Warts. Of course, in Oregon and some of those places. 

Dr. Wrii.ie. We have performed ante mortem inspection in the State of 
Texas on a number of occasions when ornithosis-suspect flocks were considered 
possible, and we have performed ante mortem inspection in the case of poultry 
destined for Great Britain. It happens that Great Britain has certain regulatory 
requirements with respect to respiratory diseases and the only way we can get 
our poultry in there for the American troops is to provide an ante mortem 
inspection for such poultry. 

Mr. Warts. Any question, Mr. McIntire? 

Mr. McINTIRE. No. 

Mr. Watts. Mr. Johnson? 

Mr. JOHNSON. No. 

Mr. Watts. Mr. Hagen? 

Mr. Hacen. What diseases are there that fowl have that are transmissible to 
human beings? : 

Dr. Write. Well, there are several diseases of fowl that are transmissible 
to human beings. Of course, everybody hears about ornithosis today so we 
put ornithosis as No.1. I do not think ornithosis is probably as great a problem 
as many people feel it might be. Certainly it is one that presents a number 
of hazards to plant personnel. We have never had a record of any consumers, 
however, coming down with ornithosis. 


Mr. Hagen. What do you commonly call that, is that another name for psit- 
tacosis? 
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Dr. WriLLiz. Well, psittacosis or ornithosis, usually psittacosis. For instance, 
in Newcastle disease of poultry, that is transmissible to man and there have 
been some instances where Newcastle infection of the eyes has been determined 
as resulting from contact with poultry. 

Erysipelas, the same disease that infests swine in certain areas, also occurs in 
poultry and that is also transmissible to man. 

Avian tuberculosis, there have been 1 or 2 instances of record where the 
avian type of tubercular bacillae was found in the human being but from the 
standpoint of its danger to humans, it is practically nil because humans just 
do not suffer from the avian type of tuberculosis. There are a few cases on the 
medical records, however, where they did find the avian type of tubercular 
bacillus. 

There are some foodborne diseases, of course, that are carried or transmitted 
by poultry, through the consumption of poultry or poultry products, just like 
with all meat products and all food products, but those diseases when they do 
happen are the result of some carelessness somewhere along the line in the 
preparation of the poultry or food, and we do hear of a number of cases of 
food poisoning resulting from the consumption of poultry products but first we 
want to bear in mind that poultry is a very popular dish and is served at many 
banquets and gatherings 


c. Examples of regulatory actions under the Federal Food, Drug and Cosmetic 
ict from material furnished by the Food and Drug Administration (hearings, 
85th Cong., Ist sess., pp. 62 and 63) 


The following information was submitted to the subcommittee :) 

(The information requested from the Department of Agriculture, showing 
examples of regulatory actions under the Federal Food, Drug and Cosmetic 
Act against certain lots of poultry found in violation because of disease, filth, 
or decomposition. This information was obtained from material which was 
furnished by the Food and Drug Administration. ) 

Sample No.: 7 —793 M. 

Article sampled: New York dressed poultry. 

Amount of lot sampled: 16 crates (1,042 pounds). 

Date collected: February 2, 1955. 

Laboratory conclusions : Dressed and contaminated birds present. 

Summary: 


Number of birds examined___-. eit ceaeaa sel Sie casein ns ake is 63 
Number of diseased birds sh. casas 5 act emits Sc bg 16 
Number of badly bruised birds ; Me ‘i s 2 
Number of filthy birds + ‘ : 7 
Total of unfit birds- ‘ J Sheth Z 25 
Percentage of unfit birds ee y wis hi 40) 
Percentage of diseased birds______ mgt a aaleed : ; 25 

Sample No.: 3-703 M. 

Article sampled: Dressed poultry. 

Amount of lot sampled : 9 boxes (679 pounds). 

Date collected: April 20, 1955. 

Laboratory conclusions: Filthy, decomposed and diseased birds present 

Summary: 

Number of birds examined_ jd a dcienabhcae te BSL t 64 
Number of disease-suspect birds__.....--___________ Lae 10 
Number of badly bruised birds bids saie Eee erate 1 
Number of fecal smeared birds___ wi esnbaptacahrhtaa ce tg a ape een, ae BEE 6 
Total of unfit birds ’ a es Sateen ae eee 17 
Percentage of unfit birds. LZ a . Me Se ee 
Percentage of disease-suspect birds______ sic saanciuepe ee 2 


Sample No. : 11-874 M. 

Article sampled : New York dressed turkeys. 

Amount of lot sampled : 5 crates (282 pounds). 

Date collected : June 14, 1955. 

Laboratory conclusions: (None recorded.) 

Summary: Three of 5 crates of turkeys showed objectionable conditions. 
(Turkeys contained therein were diseased, bruised. decomposed or were affected 
by a combination of these conditions.) 

Sample No.: 13-170 M. 

Article sampled : Dressed poultry (New York style). 

Amount of lot sampled : 5 crates. 
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Date collected : January 20, 1955. 

Laboratory conclusions: The product contains filthy and diseased poultry. 

Sample No. : 21-708 M. 

Article sampled : Poultry. ’ 

Amount of lot sampled: 19 crates (1,492 pounds) 

Date collected : August 29, 1955. 

Liboratory conclusions : This product contains bruised, filthy, diseased and de 
composed poultry. 

Sample No. : 37-262 M. 

Article sampled: Beltsville turkeys. 

Amount of lot sampled : 13 crates (896 pounds). 

Date collected : November 21, 1955. 

Laboratory conclusions: (No laboratory conclusions recorded). 

Summary: In view of the extreme thinness and the feverish discoloration of 
all of the birds examined, as well as the prevalence of diarrhea in these birds, 
the turkeys in this 13-crate lot were obviously from a diseased flock of birds. 
Post-mortem examination of 12 birds from 3 crates confirms this conclusion. 

Sample No. : 37-264 M. 

Article sampled : New York dressed poultry. 

Amount of lot sampled: 3 crates (245 pounds). 

Date collected : December 15, 1955. 

Laboratory conclusions: (No laboratory conclusions recorded). 

Summary: Of 38 birds in 2 crates examined, all but one showed at least one 
abnormality indicating an objection or a suspicion. 

Sample No. : 37-265 M. 

Article sampled : Beltsville turkeys. 

Amount of lot sampled: 13 crates (863 pounds). 

Date collected : December 20, 1955. 

Laboratory conclusions: (No laboratory conclusions recorded). 

Summary: Of 33 birds examined out of 4 crates, only 5 were considered ap- 
parently normal and 3 others passable with only slight bruises. 

Sample No. : 37-275 M. 

Article sampled: New York dressed poultry. 

Amount of lot sampled: 9 crates (547 pounds). 

Date collected : March 27, 1956. 

Laboratory conclusions: (No laboratory conclusions recorded). 

Summary: The examination showed a large percent of the birds to be objec- 
tionable because of disease, mutilation, contamination, and green-struck decom- 
position. 

Sample No. : 50-054 M. 

Article sampled : New York dressed poultry. 

Amount of lot sampled: 4 crates (234 pounds). 

Date collected : October 29, 1956. 

Laboratory conclusions: Diseased and fecal contaminated birds present. 

Summary: Of 50 birds examined, 18, or 36 percent, were found to be badly 
bruised, ulcerated, diseased or otherwise unfit. 

In each instance, the article was judged violated, condemned, and destroyed 
pursuant to court order. 


D. Kacerpts of material submitted by witnesses 


1. Inserted by Hon. Leonor K. Sullivan, a Representative in Congress from 
Missouri, during hearings of the 84th Congress, 2d session, page 19: 

“Poultry Diseases Transmissible to Man, including Summary Report of Out- 
breaks, by Mildred M. Galton, bacteriologist, Communicable Disease Center, 
Public Health Service, Federal Security Agency, * * * states: 

‘The diseases of poultry to which man is also susceptible comprise a rather 
large group. In his excellent review Ingalls (1) lists 26 such diseases including 
those caused by bacteria viruses, fungi, and protozoa. It is apparent that some 
of these diseases constitute a considerable hazard to public health. * * **” 

2. Senator Richard L. Neuberger of Oregon on page 305 of the hearings, 85th 
Congress, Ist session, states: 

‘“* * * Some of the illnesses (of poultry) are of only academic interest, since 
they are spread so rarely to humans. Others, like psittacosis, cause major 
epidemics. Texas poultry workers have been the target of several of these out- 
breaks between 1948 and 1954. The last, in the summer of 1954, hit at least 
200 persons with either 1 or 2 fatalities occurring. Outbreaks have also taken 
place in New Jersey, Nebraska, Virginia, and Iowa.* * *” 











3. In a statement appearing on page 53 of the hearings of the 84th Congress, 


2d session, Hon. Harrison A. Williams, Jr., a Representative in Congress from 
New Jersey, said: 

“* * * Mr. Chairman, many people have only recently become aware of th¢ 
fact that inspection of poultry is not compulsory. Undoubtedly, there was a 
time when the risks involved in coming into contact with and eating uninspected 
poultry were relatively minor. Now, however, poultry is the third largest source 
of farm income, which means that a major portion of our population regularly 
comes into contact with poultry or eats it. As a result, about 1 of every 4 cases 
of food-borne disease is traceable to poultry. 

“As the Hoover Commission task force report on Federal medical services 
pointed out. ‘* * * in view of the recent growth of the poultry industry, we 
do not believe we can expect the States alone to provide the needed con- 
coe eles 


PACKERS AND STOCKYARDS ACT 


Mr. Wuirren. Now we might proceed to the Packers and Stock- 
yards Act, which you request an increase of $225,000. 

We have had a controversy in this field for a number of years. We 
have had the complaints on the part of some packers that, by reason 
of the difference ee: ‘tween whether they are checked under the De ‘part- 
ment’s control or whether they are not, it involved the competitive 
situation. 

We have had a great deal of argument as to where this administra- 
tion should be. What is the position of the Department, and what do 
you plan to do with this additional money ? 

Mr. Wetts. Mr. Chairman, the Packers and Stockyards Act has 
been adiministered by the Department since its passage in 1921. It 
is a regulatory act. 

Basically, the regulations affect two somewhat different operations. 
One is the buying and trading of livestock and the other is the trading 
and merchandising of meat. This act provides that a stockyard or 
auction market above a certain size shall be posted and shall be sub- 
ject to certain supervision. 

In addition to that, the act gives us authority similar to that which 
the Federal Trade Commission exercises in the case of any other in- 
dustry so far as the trading in and merchandising of meat is concerned. 

We have over the last several years tried to develop a program 
which would allow us to gradually post all of the eligible stockyards. 

At the time the act was passed, in the early twenties, there were 
a limited number of terminal markets which accounted for practically 
all the livestock marketed. 

With the coming of the livestock truck and the decentralization of 
buying, these have decreased materially in relative importance, so we 
now have a large number of small markets as well as the terminal 
markets. 

The Department adopted the idea—I should think it was back in 
the thirties—that unless we could provide adequate supervision we 
would mislead the public by posting the yard. 


FUND INCREASES 


Three years ago this committee allowed us some funds for addi- 
tionel nosting of markets. TI think in all fairness that the livestock 
marke* and stockyard people are in favor of having the stockyards 
posted that meet the standards of the act. 
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We have been having very good effects with the posting that we 
have been doing in the last 3 years. 

We have also wanted to give more attention to packer operations 
as such. 

As a result of the latter, we did, toward the close of fiscal year 1957 
make available about $20,000 from unexpended balances for use in 
the Packers and Stoc kyards Branch to add staff, to conduct investi- 

gations into packer practices. For fiscal year 1958, we transferred 
$75,000 of funds previously used for fruit and vegetable contract work 
into the Livestock Division for the packers and stockyards activity to 
strengthen this same work. 

The Department notified both this committee and the Senate of 
these changes. 

We are this year asking for an increase of $225,000 for increased en- 
forcement of the Packers and Stockyards Act. 

We have indicated in our budget notes that we were planning to 
use $75,000 or more—I should say something between $75,000 and 
$100,000, depending on personnel and organization—to strengthen the 
packer-practices activities, and something more than one-half, at least 
$125,000 of this fund to continue posting markets. 

We estimate that we now have about 60 percent of the markets and 
yards, which have been estimated as eligible for posting under our 
regulations, and with the additional funds we could probably increase 
that to about 70 or 75 percent. : 

I would, in connection with this discussion, like to introduce to you 
Mr. David Pettus, who is in charge of this. 

Mr. Wurrren. How many additional people do you plan to put on 
this coming year? 

Mr. We ts. About 30. 


POSTING STOCKYARDS 


Mr. Wurrren. How many yards are now posted and how many 
additional ones would be posted ? 

Mr. Perrus. We have now about 600 yards posted. We think we 

‘an post with this increase between 100 and 150 additional stockyards. 
Kea with the increase, we think it would be a total of 100 to 150 stock- 
yards, the difference between 600 and 700 to 750. There are approxi- 
mately 1,000 stockyards in the country that would be subject to the 
act if all were posted. 

Mr. Weuts. You mean you now estimate you may have 1,000 
eligible. We can goa little over 700 with these funds we are asking 
for here. 

Mr. Wuirten. I was wondering about that. 

Mr. Weits. There are an estimated 1,000 of the stockyards that 
are eligible for posting, and we have about 600 posted. 

Now with the funds we have asked for we can post another 100 to 
150, depending partly on the division between packer activity and 
the work in the other activities. 

Mr. Wuirren. Are these yards requesting posting, or are you just 
visiting this upon them? 

Mr. We tts. I think it is fair to say that most of the unposted yards 
are auction yards, and most of the people would like to see all the 
yards posted, so as to minimize the competitive disadvantage. 
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Mr. Wuirren. Those that are posted want the others to suffer 
under the same restrictions, but those that are not posted are not seek 
ing it; is that correct ? 

Mr. Wetts. They are not necessarily protesting. 

Mr. Wuirren. That is a good statement, but it is not responsive 
to my question. 

Mr. Wetts. We believe the yards that are posted feel that the 
unposted yards should be posted in all fairness. 

Mr. Wurirren. Now we get around to my question: What is the 
attitude of the unposted yards? Are they seeking this service ? 

Mr. Wetts. Mr. Pettus can probably answer that better than I can. 
A few yards have requested posting and the National Livestock 
Auction Association, representing many nonposted yards, is urging 
that all eligible yards be posted. They are not individually ac tively 
seeking it. 

Mr. Wurrren. In other words, those that you have posted think 
that the others should be posted, too ? 

Mr. Wetts. Yes, I presume so. 

Mr. Wurirren. What is meant by “posting”? 

Mr. Perrus. It means checking the operations to be sure that the 
yard meets the requirements for posting under the act. Notice is 
given through the Federal Register and through posting of a notice 
that the yard is subject to the regul: ations of the act. 

Mr. Wurrren. Now I renew my question: What does “posting” 
mean ¢ 

Mr. Perrvs. “Posting” means we have inspected the yard, deter- 
mined that it is subject to the regulations and posted a notice in the 
yard that it is under the supervision of the Packers and Stockyards 
Act. 

Mr. Wurtten. What are those regulations? What does the yard 
have to do as a result of that ? 


POSTING REGULATIONS 


Mr. Perrus. The yard has to then comply with the regulations. 

Mr. Wurrren. What are the regulations? 

Mr. Perrus. There are a good many regulations under the act. 
Basically, they assure that the rates che irged and the service rendered 
by the yards are reasonable—the rates charged are approved by the 
Department. They must be reasonable charges for the services 
rendered. 

Mr. Wuirren. In other words, you regulate the commission ? 

Mr. Perrus. That is right. 

Mr. Wuitrren. And you regulate the basis on which it is operated. 
Do you attempt to tell it how to run its business, or do you attempt to 
see that the commission is correct ? 

Mr. Petrus. We attempt to see that the commissions are reason 
able. Actually we see that the yards do file their rates with us, and 
that they are reasonable rates. We require them to keep records. 
We tell them the type of records they need to keep. We try to work 
with them and expl: iin the pur poses of the act. 

Mr. Wuirren. Could we have in the record at this point a cops 
of your regulations in connection with posting ¢ * 

Mr. WELLS. We would be very happy to put that in. 

Mr. Wuirren. How many pages are there ? 
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Mr. Wetts. They are rather long, because when you post a market, 
it also means you have a man on the job who is qui alified to check oper 
ating procedures and who stands ready to investigate ¢ omplaints made 
involving unfair, deceptive, and discriminatory practices, and so on. 

I should s say about 20 pages of regulations. 

(The information referred to follows :) 


REGULATIONS OF THE SECRETARY OF AGRICULTURE PROMULGATED UNDER THE PACKERS AND 


STOCKYARDS ACT, 1921, AS AMENDED 
Effective September 1, 1954 
DEFINITIONS Sec, 
Sec. 201.25 Proposed increases in existing 
201.1 Meaning of words. charges must be supported by 
201.2 Terms defined. specific data 
201.26 Form. 
ADMINISTRATION 
GENERAL BONDING PROVISIONS 
201.3 Authority. i ' 
201.27 Underwriter; substantial equiv- 
APPLICABILITY OF INDUSTRY RULES alents in lieu of bonds. 
201.28 Duplicates of bonds or equivalents 
201.4 By laws, rules and regulations, and to be filed with the Chief, Wash 
requirements of exchanges, asso- ington, D, C. 
ciations, or other organizations ; 
applicability, establishment. MARKET AGENCY AND DEALER BONDS 
POSTING STOCKYARDS 201.29 Market agencies and dealers to file 
on or before commencing opera- 
201.5 Investigation, notice, and posting of tions. 
stockyards. 201.80 Amount of market agency and 
201.6 Investigation, notice, and the de dealer bonds 
posting of stockyards. 201.31 Conditions in market agency and 
201.7 Change in name, address, manage- dealer bonds 
ment, control, or ownership to be 201.32 Trustee in market agency and 


reported by stockyard owner. 


201.33 


dealer bonds. 


Persons damaged may maintain 


DESIGNATION OF LIVE POULTRY MARKETS suit to recover on market agency 
and dealer bonds, 

201.8 Investigation. 201.34 Termination of market agency and 

201.9 Publication. dealer bonds, 

REGISTRATION LICENSEE BONDS 

201.10 Requirements and procedures. 201.35 Standards for bonds submitted 

201.11 Officers, agents, and employees of by applicants for licenses and 
registrants whose registrations licensees 
have been suspended or revoked. 201.36 ‘Trustee in licensee bonds. 

201.12 Registrants whose registrations 201.37 Persons damaged may maintain 
have been suspended or revoked. suit to recover on licensee bonds 

201.13. Registrants to report changes in 9201.38 Termination of licensee bonds 
name, address, control, or owner- . 
ship. PROCEEDS OF SALE 

LICENSING 201.39 reas ie be made to consignor or 
shipper 1y mi ce rencies 

201.14 Requirements and procedures. euineda aa - 

201.15 Licensee must maintain satisfactory 201.40 Market agencies and licensees not to 
financial condition or furnish sur- use shippers’ proceeds or funds 
ety bond or equivalent received for purchases on commis- 

201.16 Licensee to report changes in name, sion for own purposes through 
address, control, or ownership. “bank float” or otherwise. 

201.41 Market agencies and licensees to 
SCHEDULES OF RATES AND CHARGES make faithful and prompt ac- 
counting to consignors or ship- 

201.17 Requirements as to filing by stock- pers or other interested persons 
yard owners and market agen- of whom they have knowledge. 
cies; use of term “yardage” in 201.42 Custodial accounts for shippers’ pro- 
stockyard schedules. ceeds 

201.18 Requirements as to filing by 
licensees, ACCOUNTS AND RECORDS 

201.19 Size, style, and number of copies. 

201.20 Numbering, arrangement, and sub- 201.43 Market agencies and licensees to 
stance of schedules and amend- make prompt accounting and 
ments transmittal of net proceeds. 

201.21 Rules or regulations affecting rates 201.44 Market agencies and licensees to 
and charges. render prompt accounting for pur- 

201.22 Time and place stockyard owners, chases on order. 
market agencies, and licensees 201.45 Market agencies and licensees to 
are to file schedules and amend- make records available for inspec- 
ments. tion by owners, consignors, and 

201.23 Joint schedules. purchasers. 

201.24 Prescribed rates, charges, prac- 201.46 Stockyard owners, registrants, and 
tices, and regulations. licensees to keep daily record. 








REGULATIONS OF THE 
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STOCKYARDS ACT, 1921, AS AMENDED—Continued 


Effective September 1, 1954—-Continued 


Sec. 


201 


201 


201 


201. 
201. 


201. 


201 


201 
201 


201 


201.5 


201 


201! 
201. 


201. 


201. 
201. 
201. 
201. 


201. 
201. 
201. 
201. 
201.7 


201. 
201. 
201. 


§ 202.1 


ACCOUNTS 


47 


48 
49 


Crt 
=O 


i | 
to 


v0 


54 


55 


56 
57 


58 


AND RECORDS—continued 

Market agencies and licensees to 
disclose business relationships, if 
any, with purchasers 

Sellers of live poultry to issue sales 
tickets at designated markets. 

Requirements regarding scale tickets 
evidencing weighing of livestock 
or live poultry. 

Records ; disposition. 

Contracts ; stockyard owners to fur- 
nish copies of. 

Information as to sales on commis- 
sion or agency basis not to be fur- 
nished to unauthorized parties. 


TRADE PRACTICES 


Livestock and live poultry market 
conditions and prices; persons 
subject to act not to circulate mis- 
leading reports. 

Gratuities. 

Purchases and sales to be made on 
actual weights. 

Filling orders; price to be paid. 

Livestock sold at auction ; purchases 
from consignments. 

Sales to be to highest bidder with- 


out intermingling and not con- 
ditioned on sales of other con- 
signments 

Taking consignments into own ac- 
count: accounting: resales 

Consignments on commission; sale 
of livestock 

Market agencies engaged in sell- 
ing or purchasing livestock on 
commission. 

Using consigned livestock to fill 
orders, 

Consignments; when not to be 
solicited. 

Consignments; guarantees not to 
be given 

Restrictions on employment of 
salesmen on split commission 
basis. 

Market agencies not to employ 
packers or dealers 

Packers or dealers not to own or 
finance selling agencies. 

Packers not to own or finance 


order buyers. 

Furnishing information to competi- 
tor buyers. 

Restriction or limitation 
petition between 
dealers prohibited. 


of 
packers 


com- 
and 


SERVICES 


Accurate weights 
Scales; testing of. 
Seale operators to 


be competent. 


Sec. 
201. 


201. 


201.7 
201, 


201.7 
201, 


201 


201. 


201 


201. 


201.8 


201. 


201 


201. 


201 
201 


201 
201 


80 


.86 


.88 
89 


.90 
91 


99 


201.92 


201 


201 


201 


201 


201 


93 


94 


95 


.96 


97 





SECRETARY OF AGRICULTURE PROMULGATED UNDER THE PACKERS AND 


Seales; reports of tests and in- 
spections. 

Seales; repairs, adjustments, or 
replacements after inspection, 

Reweighing, 

Weighing for purposes other than 


purchase or sale, 

Packer scales. 

Facilities and services at 
stockyards or designated 
markets, or places. 

Stockyard facilities or 
be furnished only 
pended, properly 
bonded parties. 

Suspended or revoked 
or licensees, 

Livestock; care and 
in yarding, feeding, 
weighing and handling. 

Live poultry ; care and promptness 
in feeding, watering, weighing, 
transporting, and handling 

Feed and water furnished livestock 
or live poultrv 

Livestock auctions ; requirements as 
to accommodations and persons 
entering auction ring. 


posted 
cities, 


services to 
to unsus- 
registered, and 


registrants 


promptness 
watering, 


INSPECTION OF BRANDS 


Application for authorization by 
State agencies and duly organized 
State livestock associations ; req- 
uisites. 

Two or more applications from same 
State; procedure. 

Registration and filing of schedules. 

Records of authorized agencies or 
associations. 

Fees; deduction and accounting. 

Inspections; reciprocal arrange- 
ments by authorized agencies or 
associations. 

Maintenance of identity of consign- 
ments ; inspection to be expedited, 

Existing contracts between author- 
ized agencies; recognition and 
continuation. 


GENERAL 


Information as to business ; furnish- 
ing of by packers, stockyard own- 
ners, registrants, and licensees. 

Inspection of records and property 
of packers, stockyard owners, reg- 
istrants, and licensees. 

Packers, stockyard owners, regis- 
trants, or licensees; information 
concerning business not to be di- 
vulged. 

Annual reports. 


AUTHORITY : $§ 201.1 to 201.97 issued un- 


der see. 407, 42 


DEFINITIONS 


Stat. 169; 7 U. S. C. 228. 


Veaning of words. Words used in these regulations in the singular 


form shall be deemed to import the plural, and vice versa, as the case may 
demand. 


§ 201.2 


Terms defined. The definitions of terms contained in the act shall 
apply to such terms when used in these regulations. 


In addition, unless the 


context otherwise requires, the following terms shall be construed, respectively, 
to mean: 
(a) 
supplemented (7 U.S. C. 181 et seq.). 
(b) “Department” means the United States Department of Agriculture. 


“Act” 


means the 


-ackers and Stockyards Act, 1921, as amended and 





1309 


(c) “Secretary” means the Secretary of Agriculture of the United States, or 
any officer or employee of the Department to whom authority has heretofore been 
delegated, or to whom authority may hereafter be delegated, to act in his stead. 

(d) “Service” means the Agricultural Marketing Service of the Department. 

(e) “Administrator” means the Administrator of the Service or any person 
authorized to act in his stead. 

(f) “Deputy Administrator” means the Deputy Administrator for Marketing 
Services of the Service or any person authorized to act in his stead. 

(zg) “Livestock Division” means the Livestock Division of the Service. 

(h) “Director” means the Director of the Livestock Division or any person 
authorized to act in his stead. 

(i) “Branch” means the Packers and Stockyards Branch of the Livestock 
Division. 

(j) “Chief” means the Chief of the Branch or any person authorized to act 
in his stead. 

(k) “District Supervisor” means the District Supervisor of the Branch for a 
given district or any person authorized to act in his stead. 

(1) “Person” means individuals, partnerships, corporations, and associations. 

(m) “Registrant” means any person registered pursuant to the provisions of 
the act and these regulations. 

(n) “Licensee” means any person licensed pursuant to the provisions of the 
act and these regulations. 

(o) “Posted Stockyard” means a livestock market determined by the Secre- 
tary to come within the definition of the term “stockyard” contained in section 
302 of the act, notice of which determination shall have been given pursuant to 
such section. 

(p) “Designation” means the designation of a city, and the markets and 
places in or near such city, pursuant to the provisions of title V of the act. 

(q) “Schedule” means a tariff of rates and charges filed by stockyard owners, 
market agencies, and licensees. 


ADMINISTRATION 


§ 201.3 Authority. The Administrator shall perform such duties as the Secre- 
tary may require in enforcing the provisions of the act and these regulations. 


APPLICABILITY OF INDUSTRY RULES 


§ 201.4 Bylaws, rules and regulations, and requirements of exchanges, asso- 
ciations, or other organizations ; applicability, establishment. (a) These regula- 
tions shall not prevent the legitimate application or enforcement of any valid 
bylaw, rule or regulation, or requirement of any exchange, association, or other 
organization, or any other valid law, rule or regulation, or requirement to which 
any packer, stockyard owner, market agency, dealer, or licensee shall be subject 
which is not inconsistent or in conflict with the act and these regulations. 

(b) Market agencies selling livestock on commission shall not, in carrying 
out the statutory duty imposed upon them by section 307 of title III of the act, 
permit dealers, packers, or others representing interests which conflict with those 
of consignors, to participate, directly or indirectly, in determination of the need 
for, or in the establishment of, regulations governing, or practices relating to, 
the responsibilities, duties, or obligations of such market agencies to their con- 
signors. 

POSTING STOCKYARDS 


§ 201.5 Investigation, notice, and posting of stockyards. After it has been de- 
termined, as provided in section 302 (b) of the act, that a stockyard comes within 
the definition of that term contained in section 302 (a), posting of a stockyard 
shall be accomplished by (a) giving notice of such determination to the stock- 
yard owner by registered mail or in person, and (b) giving notice thereof te the 
public by posting copies of such notice in at least three conspicuous places at 
such stockyard and by publication of the determination in the Federal Register. 
A stockyard so posted shall remain subject to the provisions of the act and these 
regulations until the stockyard has been deposted. 

§ 201.6 Investigation, notice, and deposting of stockyards. After it has been 
determined, as provided in section 302 (b) of the act, that a stockyard no longer 
comes within the definition of that term contained in section 302 (a), deposting 
of a stockyard shall be accomplished by (a) giving notice of such determination 
to the stockyard owner by registered mail or in person, and (b) giving notice 
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thereof to the public by posting copies of such notice in at least three conspicu- 
ous places at such stockyard and by publication of the determination in the 
Federal Register. 

§ 201.7 Change in name, address, management, control, or ownership to be 
reported by stockyard owner. Whenever any change is made in the name or 
address or in the management or nature or in the substantial control or owner- 
ship of the business of a posted stockyard, the owner of such stockyard shall 
report such change in writing to the Chief at Washington, D. C., within ten days 
after making such change. 


DESIGNATION OF LIVE POULTRY MARKETS 


§ 201.8 Investigation. Such investigation as may be deemed necessary for the 
purpose of ascertaining whether a city, and markets and places in or near such 
city, shall be designated under title V of the act shall be made by the Service. 

§ 201.9 Publication. After it has been determined by the Secretary that a city, 
and markets and places in or near such city, should be designated under the pro- 
visions of Title V of the act, public announcement thereof shall be made by pub 
lication in the Federal Register and one or more trade journals or newspapers. 


REGISTRATION 


§ 201.10 Requirements and procedures. (a) Any person desiring to register 
as a market agency or dealer in compliance with the act shall furnish the in 
formation required by the Chief on forms of application for registration, copies 


of which wil 


| be furnished by the Chief or any District Supervisor on request, 
and shall, concurrently with the filing of such properly executed application, 
file the bond required in § 201.29. 

(b) Each application for registration shall be filed with the District Super- 
visor, for the district in which the applicant proposes to operate, who shall 


mail it to the Director at Washington, D. C. If the Director has reason to 
believe that the applicant is unfit to engage in the activity for which application 
has been made by reason of the fact that the applicant has within two years 


prior to filing the application engaged in activities constituting dishonest or 
fraudulent practices of the character prohibited by the act which previously 
have not been the subject of a formal administrative proceeding under the act 
resulting in the imposition of a sanction against the applicant, he promptly 
shall cause an administrative proceeding to be instituted in which the appli 
cant will be afforded opportunity for full hearing in accordance with the Rules 
of Practice under the act, for the purpose of showing cause why the application 
for registration should not be denied. In the event it is determined that the 
application should be denied, the applicant shall not be precluded as soon as 
conditions warrant from again applying for registration. 

(ec) Any person regularly employed on Salary, or other comparable method 
of compensation, by a packer to buy livestock at posted stockyards for such 
packer shall be subject to the registration requirements of the act and these 
regulations. Such persons shall be registered as dealers to purchase livestock 
for slaughter only 

(d) No person applying for registration to engage in business as a market 
agency selling livestock on an agency basis shall be registered to act in the 
capacity of clearing agency for any independently operated and separately regis- 


tered market agency or dealer. No market agency engaged in selling livestock on 
an agency basis shall act in the capacity of clearing agency for any independently 


operated and separately registered dealer. No market agency selling livestock on 
an agency basis shall act in the capacity of clearing agency for any independently 
operated and separately registered market agency unless such clearing agency 
was acting in that capacity for such market agency on September 1, 1957. 

§ 201.11 Officers, agents, and employees of registrants whose registrations have 
been suspended or revoked. Any person who has been or is an officer, agent, or 
employee of a registrant whose registration has been suspended or revoked and 
who was responsible for or participated in the violation on which the order of 
suspension or revocation was based may not register within the period during 
which the order of suspension or revocation is in effect. 

§ 201.12 Registrants whose registrations have been suspended or revoked. 
Any person whose registration has been suspended or revoked may not again 
register in his own name or in any other manner within the period during which 
the order of suspension or revocation is in effect, and no partnership, firm, or 
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corporation in which any such person has a substantial financial interest will be 
registered during such period. 

$201.18 Registrants to report changes in name, address, control, or ownership. 
Whenever any change is made in the name or address or in the management or 
nature or in the substantial control or ownership of the business of a registrant, 
such registrant shall report such change in writing to the Chief at Washington, 
D. ©,. within ten days after making such change. 


LICENSING 


§ 201.14 Requirements and procedures. An application for a license pursuant 
to section 502 (b) of the act may be made by any person subject to the licensing 
provisions of the act by properly filling out and delivering to the Chief at Wash- 
ington, D. C., by mail or otherwise, a properly executed form of application. 
Copies of such form will be furnished by the Chief on request. A license will be 
issued to any applicant furnishing the required information unless the Secretary 
finds after opportunity for hearing that such applicant is unfit to engage in the 
activity for which he has made application by reason of his having at any time 
within two years prior to his application engaged in any practice of the character 
prohibited by the act or because he is financially unable to fulfill the obligations 
he would ineur as a licensee. Financial ability may be established upon a show- 
ing by the applicant that he has current assets equal to his current liabilities, 
and, in addition thereto, sufficient free working capital to equal twenty-five (25) 
percent of his average weekly purchases and sales of live poultry according to 
his books and records or according to such volume of business as may be reason- 
ably anticipated in case of a new business. If the applicant fails to make such 
a showing, consideration will be given to a showing of other assets and other 
liabilities and other factors relating to his ability to fulfill his financial obliga 
tions which would be incurred as a licensee and to his reputation and integrity. 
If the applicant fails to make a satisfactory showing of financial ability, a 
license will be granted upon his executing and maintaining a satisfactory surety 
bond or equivalent thereof to a suitable trustee, in accordance with the provisions 
of §§ 201.35 to 201.38, inclusive. 

§ 201.15 Licensee must maintain satisfactory financial condition or furnisi 
surety bond or equivalent. The granting of a license hereunder is conditioned 
on the licensee maintaining at all times a financial condition at least equivalent 
to that required for the issuance of a license or in lieu thereof maintaining a 
satisfactory surety bond or its equivalent. The failure of a licensee to maintain 
such a financial condition or surety bond will render his license subject to sus- 
pension or revocation. 

§ 201.16 Licensee to report changes in name, address, control, or ownership. 
Whenever any change is made in the name or address or in the management or 
nature or in the substantial control or ownership of the business of a licensee, 
such licensee shall report such change in writing to the Chief at Washington, 
D. C., within ten days after making such change. 


SCHEDULES OF RATES AND CHARGES 


§ 201.17 Requirements as to filing by stockyard owners and market agencies ; 
use of term “yardage” in stockyard schedules. (a) Each stockyard owner and 
market agency shall plainly state in the schedule of rates and charges filed by the 
stockyard owner or market agency the effective date of the schedule, a description 
of the services rendered, the basis for classifying livestock by species or by weight, 
the stockyards at which the schedule applies, the name and business address of 
the stockyard owner or market agency, the kind of livestock covered by the 
schedule, and the conditions under which the services will be rendered and the 
rates or charges will be applied. 

(b) The term “yardage” shall be used in schedules of rates and charges filed 
by stockyard owners on and after September 1, 1954, to describe the basic stock- 
vard facilities and services furnished, and shall, unless otherwise indicated 
therein, include: the use of suitable facilities for the safe and expeditious re 
ceiving, handling, feeding, watering, holding, sorting, selling, buying, weighing, 
delivery, and shipment of livestock: the services necessary and incident to the 
receiving of livestock at the place of unloading; the furnishing of receipts for 
livestock to the carrier or consignor: the delivery of livestock to the consignee; 
the obtaining of receipts evidencing delivery of livestock to the sales pens as- 
signed to the consignee; the furnishing of sufficient potable water for live 
stock: the initial weighing of livestock when sold and delivered to scales: the 
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issuance of scale tickets showing actual weight and other pertinent information 
concerning the livestock weighed; the removal of livestock from scales after 
weighing and delivery to holding pens; the holding of livestock for a reasonable 
time pending delivery or shipment to buyers; the delivery of livestock to buy- 
ers; and the obtaining of receipts for livestock delivered to buyers. Consignors, 
market agencies, dealers, packers, buyers, or other users of stockyard facilities 
and services requiring special facilities or services in addition to the basic facili- 
ties and services furnished at the stockyard may be required to pay a reasonable 
charge for such special facilities and services in addition to basic yardage 
charges. 

§ 201.18 Requirements as to filing by licensees. Each licensee furnishing 
services or providing facilities for which a charge is made shall plainly state 
in the schedule of rates and charges filed by such licensee the effective date 
of the schedule, the city, place, or market at which the schedule applies, the 
name and business address of the licensee, the nature of the services or facilities 
furnished, and the terms or conditions under which the services or facilities will 
be furnished and the rates and charges will be applied. 

§ 201.19. Size, style, and number of copies. Schedules of rates and charges 
and amendments thereto of stockyard owners, market agencies, and licensees shall 
be printed or typed or paper which is approximately 8 by 11 inches in size, 
the lines of print or type being horizontal to the 8-inch dimension. ‘Three copies 
of each such schedule or amendment, one copy of which shall be signed by the 
stockyard owner, market agency, or licensee filing the same, shall be filed as 
provided in § 201.22. 

§ 201.20. Numbering, arrangement, and substance of schedules and amend- 
ments. The schedules of each stockyard owner, market agency, and licensee 
shall be designated by successive numbers as filed. Each such schedule shall be 
divided into sections to cover the various classes of service or facilities furnished 
by the stockvard owner, market agenev, or licensee. Each amendment of such 
schedule shall be numbered and shall show the number of the schedule of which 
it is an amendment. Each such amendment shall in its body make adequate 
reference to the sections of the schedule which are amended, and shall set forth 
in full such sections as amended or supplemented. Each amendment shall indi- 
cate the numbers of the amendments to the original schedule that remain in 
effect. After a stockvard owner, market agency, or licensee has filed thirtv (30) 
amendments to its schedule, any further change in the rates or charges shall be 
embodied in a new schedule which shall contain all rates and charges then in 
effect: Provided, however, That not more than ten (10) amendments relating to 
charges other than for feed may be filed without filing and publishing a new 
schednie. 

§ 201.21 Rules or regulations affecting rates and charges. Each stockyard 
owner, market agency, and licensee shall set out in its schedule of rates and 
charges every rule or regulation which in any way changes or affects anv rate 
or charge or the value of the services furnished thereunder and shall designate 
the rates or charges affected by each such rule or regulation. 

§ 901.22 Time and nlace stockyard owners, market agencies, and licensees are 
to file schedules and amendments. T)nnlicate conies of all schedules and rules or 
regulations and amendments or supplements thereto required to be filed under 
the act by market agencies and stockyard owners sh«ll be kent onen for public 
inspection at their places of business. Licensees shall nost dunlicsate conies of 
all schedules of rates. charges. and rentals in a consnicuous location in their 
places of business where they may be readily observed bv anv interested person 
Unless the requirement as to filing and notice is specifically waived, as provided 
for in section 306 (c) of the act. all amendments to schednies or rules or reenla 
tions changing a rate or charge shall he filed with the Chief st Washineton. D. C., 
not less than ten (10) davs hefore the effective date thereof: Provided, however, 
That in the ease of a tariff snnnlement which relates only to changes in feed 
charges, determined on a cost nins snecified margin basis 9s nrovided for in the 
basic tariff schednle of the stockvard involved, such tariff sonniement shall he 
filed with snnnorting data. disclosing the averave cost of the feed on hond, with 
the District Snnervisor for the district in which the stoekvard filing the synnle- 
ment is located. and such supplement shall become effective two (2) davs there. 
after 

§901°2 Jnint schedules. Tf the same scehednie is to he ohserved hv more than 
one market agency or licensee, one schedule will snffice for 91] market sgencies 
or licensees at anv one stockvard, city, nlace, or market ohserving it whose names 
and business addresses are shown on it. together with the name of the organiza- 
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tion, if any, by which adopted: Provided, That at least one copy of such schedule 
or amendment thereto is signed in ink by each of the market agencies or licensees 
observing the same and is filed with the Chief at Washington, D. C., and each 
market agency and licensee complies with the posting requirements of § 201.22. 

§ 201.24 Prescribed rates, charges, practices, and regulations. After the 
effective date of any general order issued by the Secretary prescribing rates, 
charges, practices, or regulations governing the rendition of stockyard services or 
the selling or buying of livestock on a commission basis at a stockyard, or govern- 
ing the rendition of any service or the use of any facilities in a city, place, or 
market, designated by the Secretary under title V of the act, every market agency 
operating at such stockyard and every licenesee operating in such city, place, or 
market shall conform to such order. 

§ 201.25 Proposed increases in existing charges must be supported by specific 
data. Each stockyard owner, market agency, and licensee proposing an increase 
in existing charges, either by supplement or amendment to a filed tariff or by sub- 
mission of a new tariff, shall forward with the supplement, amendment, or tariff 
proposing the increase information as to reasons for the proposed increase and 
shall furnish specific and detailed data on which the proposed increase is based 
together with such additional information as the Director may require. 

§ 201.26 Form. The schedules of each stockyard owner, market agency, and 
licensee shall be substantially in the form set out below: 


TAP ING cco 


Amendment No, _.-----~- to Tariff No 


ial” Gee 


re 


macsee enceetioege MONET so ath tal csyictc hal abides eal eee tae tease te las 
(Not less than ten days after receipt in Washington Office) 

(Insert here, dividing into sections, the various classes of service performed by the 
stockyard owner or operator, market agency or licensee, the kind of livestock or poultry 


coneerning which services are performed, the nature of the services, and the terms or 
condit:ons under which the services are rendere'l.) 


(Signed by) 


GENERAL BONDING PROVISIONS 


§ 201.27 Underwriter; substantial equivalents in lieu of bonds. The surety 
on bonds maintained under §$§ 201.29 to 201.38 shall be a surety company approved 
by the United States Treasury Department for bonds executed to the United 
States. Except as otherwise provided in § 201.29, any other form of indemnity 
which is found by the Chief to afford protection substantially equivalent to that 
of a surety bond may be accepted in lieu of a bond. The requirements of §§ 201.28 
to 201.38 shall be applicable to equivalents furnished in lieu of bonds. 

§ 201.28 Duplicates of bonds or equivalents to be filed with the Chief, Wash- 
ington, D.C. Fully executed duplicates of bonds or equivalents maintained under 
$§ 201.29 to 201.38 shall be filed with the Chief at Washington, D. C. 


MARKET AGENCY AND DEALER BONDS 


§ 201.29 Market agencies and dealers to file on or before commencing opera- 
tions. Every market agency and dealer, except packer buyers registered as deal- 
ers to purchase livestock for slaughter only, shall, on or before the date of com- 
mencement of operations, execute and thereafter maintain, or cause to be exe- 
cuted and thereafter maintained, a reasonable bond, to a suitable trustee, to 
secure the performance of obligations incurred as such market agency or dealer 
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at posted stockyards: Provided, That on and after September 1, 1954, the only 
bond equivalent that may be filed by an applicant for registration to operate as a 
market agency selling livestock on an agency basis shall be one representing a 
pledge of fully negotiable bonds of the United States Government: And provided 
further, That with the exception of those bond equivalents which were in 
effect on September 1, 1957, the only bond equivalent that may be filed or main 
tained by a market agency engaged in selling livestock on an agency basis 
shall be one representing a pledge of fully negotiable bonds of the United 
States Government. The bond of every registrant, acting in the capacity of 
clearing agency, and thereby being responsible for the financial obligations of 
other registrants, shall show the name of the person for whom the clearing agency 
holds itself out to be responsible and whose obligations are covered by the bond 
Any person registered as both a market agency selling livestock on an agency 
basis and as a dealer shall file separate bonds to cover his market agency and 
dealer operations. The amount of each such bond will be computed on the basis 
of the volume of business handled by the registrant in each separate capacity. 

§ 201.30 Amount of market agency and dealer bonds. Except as hereinafter 
otherwise provided, the amount of each market agency and dealer bond shall be 
not less than the nearest multiple of one thousand dollars ($1,000) above the 
average amount of sales or purchases, or both, of livestock by such market agency 
or dealer at posted stockyards or, in the absence of segregated records, all sales 
and purchases, during a period equivalent to two business days, based on the 
total number of the business days, and the total amount of such sales or pu 
chases, or both, in the preceding 12 months, or in such part thereof in which sucl 
market agency or dealer did business, if any. For the purpose of this compu 
tation, 260 shall be deemed the number of business days in any year. When the 
principal part of the livestock handled by a market agency or dealer is sold o1 
purchased at public auction, the amount of the bond shall be not less than the 
nearest multiple of one thousand dollars ($1,000) above an amount determined 
by dividing the total value of the livestock sold or purchased, or both, at posted 
stockyards, or, in the absence of segregated records, all sales and purchases dn 
ing the preceding 12 months, or such part thereof as the market agency or deale) 
was engaged in business, by the actual number of auction sales at which livestock 
was sold or purchased by the market agency or dealer, but in no instance shall 
the divisor be greater than 130. In no case shall the amount of bond be less than 
five thousand dollars ($5,000). When the sales or purchases, or both, calculated 
as hereinbefore specified, exceed fifty thousand dollars ($50,000) the amount of 
the bond need not exceed fifty thousand dollars ($50,000) plus ten (10) percent! 
of the excess. Whenever the Chief finds any bond required by $§ 201.29 to 201.34 
to be inadequate, such bond upon notice, shall be adjusted to meet the require 
ments of this section. If a person applying for registration as a market agency 
or dealer has been engaged in the business of handling livestock in such capacity 
prior to the date of the application, the value of the livestock so handled, if repre 
sentative of his future operations, shall be used in computing the amount of bond 
in accordance with the provisions of this section. 

§ 291.31 Conditions in market agency and dealer bonds. Fach market agency 


and dealer bond shall contain conditions applicable to the activity or activities 
in which the person o1 


T 
which conditions sh: ll be is follows or in terms to provide equin tlent protection 


ersons hamed as principal in the bond propose to engage 
fa) When the principal sells on commission : 

If the said principal shall safely keep and faithfully and promptly account 
for and pay to the owners or their duly authorized agents the proceeds of sales 
of all livestock received for sale on a commission basis by the said principal at 
a public stockyard as defined in the Packers and Stockyards Act 

(b) When the principal buys on commission : 

If the said principal shall faithfully and promptly execute all orders for 
purchases of livestock undertaken by said principal on a commission basis, on 
behalf of buyers, at a public stockyard as defined in the Packers and Stock 
yards Act, and shall safely keep and properly disburse all funds coming into 
the hands of said principal for the purpose of making such livestock purchases, 
paying for all livestock so purchased. 

(c) When the principal operates as a dealer (trader) : 

If the said principal shall pay, when due, to the person or persons entitled 
theretv the purchase price for all livestock purchased by said principal at a 
public stockyard as defined in the Packers and Stockyards Act. 

(d) When the principal “clears” and thus is responsible for the obligations 
of other registrants: 
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If the said principal, acting in the capacity of broker or clearing agency, and 
thereby being responsible for the financial obligations of other registrants at a 
public stockyard as defined in the Packers and Stockyards Act, viz: (insert here 
te IS GE ORE TORINTTERIS) sos 8 eee eee shall (1) pay, 
when due, to the person or persons entitled thereto the purchase price for all 
livestock purchased by such other registrants; (2) safely keep and properly dis- 
burse all funds coming into the hands of said principal for the purpose of making 
such purchases; and (3) safely keep and faithfully and promptly account for 
and pay to the owners or their duly authorized agents the proceeds of sales of 
all livestock received for sale on a commission basis by such other registrants 
for whom said principal acts as broker or clearing agency. 

§ 201.32 Trustee in market agency and dealer bonds. Bonds shall be in favor 
of a financially responsible, disinterested trustee, satisfactory to the Chief. 
Secretaries or other officers of livestock exchanges or of similar trade associ- 
ations, and banks and trust companies, or their officers, are deemed suitable 
trustees, 

§ 201.338 Persons damaged may maintain suit to recover on market agency 
and dealer bonds. Each bond shall contain a provision that any person damaged 
by failure of the principal to comply with the condition clauses of the bond may 
maintain suit to recover on the bond even though such person is not a party 
named in the bond. 

§ 201.34 Termination of market agency and dealer bonds. Each bond shall 
contain a provision requiring that at least ten days’ notice in writing be given 
to the Chief at Washington, D. C., by the party terminating such bond in order 
to effect its termination. 

LICENSEE BONDS 


§ 201.35 Standards for bonds submitted by applicants for licenses and licensees. 
Surety bonds submitted by applicants for licenses and by licensees as provided 
for by §§ 201.14 and 201.15 shall meet the following standards: 

(a) Each licensee bond shall contain conditions applicable to the activity or 
activities in which the person or persons named as principal in the bond propose 
to engage, which conditions shall be as follows or in terms to provide equivalent 
protection. 

(1) When the applicant or licensee sells live poultry on a commission 01 
agency basis, the bond shall contain the following clause: 

If the said principal shall safely keep and faithfully and promptly account 
for and pay to the owners or their duly authorized agents the proceeds of 
sales of all live poultry received for sale on a commission basis by the said 
principal in his capacity as a licensee. 

(2) When the applicant or licensee operates as a dealer, the bond shall con 
tain the following clause: 

If the said principal shall pay when due, to the person or persons entitled 
thereto, the purchase price of all live poultry purchased by said principal in 
his capacity as a licensee. 

(b) The amount of such bond shall be at least equal to the amount by which 
the applicant or licensee has failed to meet the financial requirements of these 
regulations. 

§ 201.36 Trustee in licensee bonds. t,onds shall be in favor of a financially 
responsible, disinterested trustee, satisfactory to the Chief. Secretaries of trade 
associations, and banks and trust companies, or their officers, are deemed suit- 
able trustees. 

§ 201.37. Persons damaged may maintain suit to recover on licensee bonds 
Bach bond shall contain a provision that any person damaged by failure of 
the principal to comply with the condition clauses of the bond may maintain 
suit to recover on the bond even though such a person is not a party named in 
the bond. 

§ 201.38 Termination of licensee bonds. Each bond shall contain a pre 
vision requiring that at least ten days’ notice in writing be given to the Chief 
at Washington, D. C., by the party terminating such bond in order to effect 
its termination. 


PROCEEDS OF SALI 


§ 201.39 Payment to be made to consignor or shipper by market agencies 
and licensees; exceptions. (a) No market agency or licensee shall, except as 
provided im paragraph (b) of this section, pay the net proceeds or any part 
thereof, arising from the sale of livestock or live poultry consigned to it for sale 
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to any person other than the consignor or shipper of such livestock or live 
poultry except upon an order from the Secretary or a court of competent juris- 
diction, unless (1) such market agency or licensee has reason to believe that 
such person is the owner of the livestock or live poultry, (2) such person 
holds a valid, unsatisfied mortgage or lien upon the particular livestock or live 
poultry, or (8) such person holds a written order authorizing such payment 
executed by the owner at the time of or immediately following the consignment 
of such livestock or live poultry. 

(b) The net proceeds arising from the sale of livestock, the ownership of 
which has been questioned by a market agency duly authorized to inspect brands, 
marks, and other identifying characteristics of livestock may be paid in accord- 
ance with the directions of such brand inspection agency if the laws of the State 
from which such livestock originated or was shipped to market make provision 
for payment of the proceeds in the manner directed by the brand inspection 
agency and if the market agency to which the livestock was consigned, and the 
consignor or consignors concerned, are unable to establish the ownership of 
the livestock within a reasonable period of time, not to exceed 60 days after 
sale. 

§ 201.40 Market agencies or licensees not to use shippers’ proceeds or funds 
received for purchases on commission for own purposes through “bank float” 
or otherwise. No market agency or licensee engaged in selling or buying live- 
stock or live poultry on a commission or agency basis shall use shippers’ pro- 
ceeds or funds received for the purchase of livestock or live poultry on order 
for purposes of its own either through recourse to the so-called “float” in the 
bank account in which the proceeds or funds are deposited or in any other 
manner. 

§ 201.41 Market agencies and licensees to make faithful and prompt account- 
ing to consignors or shippers or other interested persons of whom they have 
knowledge. No market agency or licensee shall make such use or disposition 
of funds in its possession or control as will endanger or impair the faithful 
and prompt accounting for and payment of such portion thereof as may be due 
the consignor or shipper of livestock or live poultry or other persons having an 
interest therein of which interest such market agency or licensee has knowledge. 

§ 201.42 Custodial accounts for shippers’ proceeds. If the Secretary finds that 
any market agency or licensee has used for purposes of its own any proceeds de- 
rived from the sale of livestock or live poultry handled on a commission or 
agency basis, or any funds received for the purchase of livestock or live poultry 
on a commission or agency basis, or any other funds which have come into its 
possession in its capacity of an agent, such market agency or licensee shall 
thereafter deposit the gross proceeds received from the sale of livestock or live 
poultry handled on a commission or agency basis in a separate bank account 
designated as “Custodial Account for Shippers’ Proceeds,” or by a similar identi- 
fying designation. Such account shall be drawn on only for payment of the 
net proceeds to the consignor or shipper, or such other person or persons whom 
such market agency or licensee has knowledge is entitled thereto, and to obtain 
therefrom the sums due the market agency or licensee as compensation for its 
services, as set out in its tariffs, and for such sums as are necessary to pay all 
legal charges against the consignment of livestock or live poultry which a 
market agency or licensee may, in its capacity as agent, be required to pay for 
and on behalf of the consignor or shipper. The market agency or licensee in 
each case shall keep such accounts and records as will at all times disclose 
the names of the consignors and the amount due and payable to each from funds 
in the Custodial Account for Shippers’ Proceeds. For the proper maintenance 
of such accounts and in order to expedite examination thereof by duly author- 
ized representatives of the Secretary, the market agency or licensee in each 
ease shall keep the accounts in a manner which will clearly reflect the handling 
of the funds in compliance with the requirements of this section. 


ACCOUNTS AND RECORDS 


§ 201.43 Market agencies and licensees to make prompt accounting and trans- 
mittal of net proceeds. Each market agency shall, before the close of the next 
business day following the sale of any livestock consigned to it for sale, transmit 
or deliver to the consignor or shipper of the livestock, or his duly authorized 
agent, in the absence of any knowledge that any other person, or persons, has any 
interest in the livestock, the net proceeds received from the sale and a true writ- 
ten account of such sale, showing the number, weight, and price of each kind 
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of animal sold, the name of the purchaser, the date of sale, the commission, yard- 
age, and other lawful charges, and such other facts as may be necessary to com- 
plete the account and show fully the true nature of the transaction. Each 
licensee, acting as a broker, factor, or commission merchant, shall, before the close 
of the next business day following the sale of live poultry consigned to it for sale, 
transmit or deliver to the consignor or shipper of the live poultry, or his duly 
authorized agent, in the absence of any knowledge that any other person, or 
persons, has any interest in the live poultry, the net proceeds received from 
the sale and a true written account of such sale showing the number of pounds 
and the price of each kind of poultry sold, the date of sale, the name of the 
purchaser, the commission, and other lawful charges, and such other facts as 
may be necessary to complete the account and show fully the true nature of the 
transaction 

§ 201.44 Murket agencies and licensees to render prompt accounting for pur- 
chases on order. Each market agency and licensee shall, promptly following the 
purchase of livestock or live poultry on a commission or agency basis, transmit 
or deliver to the person for whose account such purchase was made, or his duly 
authorized agent, a true written account of the purchase showing the number, 
weight, and price of each kind of animal purchased, or the weight and price of 
each kind of live poultry purchased, the names of the persons from whom pur- 
chased, the date of purchase, the commission and other lawful charges, and such 
other facts as may be necessary to complete the account and show fully the true 
nature of the transaction. 

§ 201.45 Market agencies and licensees to make records available for inspec- 
tion by owners, consignors, and purchasers. tach market agency and licensee 
engaged in the business of selling or buying livestock or live poultry on a com- 
mission or agency basis shall, on request from an owner, consignor, or purchaser, 
make available copies of bills covering charges paid by such market agency or 
licensee for and on behalf of the owner, consignor, or purchaser which were de- 
ducted from the gross proceeds of the sale of livestock or live poultry or added 
to the purchase price thereof when accounting for the sale or purchase. 

§ 201.46 Stockyard owners, registrants, and licensees to keep daily record. 
(a) Each stockyard owner, in addition to other necessary records, shall make 
and keep an accurate record of the number of head of each class of livestock 
received, shipped, or disposed of locally each day. Each registrant buying or 
selling livestock on a commission basis or otherwise, except packer buyers regis- 
tered as dealers to purchase livestock for slaughter only, in addition to other 
necessary records, shall make and keep an accurate record of the number and 
weight of livestock bought, sold, or otherwise disposed of each business day, the 
prices paid or received therefor, and the charges made for services. 

(b) Each licensee buying or selling live poultry on a commission basis or other- 
wise, in addition to other necessary records, shall make and keep an accurate 
record of the number of pounds of live poultry bought or sold each business day, 
the prices paid or received therefor, and the charges made for services and 
facilities. 

§ 201.47 Market agencies and licensees to disclose business relationships, if 
any, with purchasers. No market agency or licensee acting as a broker, factor, 
or commission merchant shall knowingly sell or dispose of consigned livestock 
or live poultry to any person in whose business such market agency or licensee, 
or any stockholder, owner, officer, or employee thereof, has a financial interest, 
or to any person who has a financial interest in such mnarket agency or licensee, 
unless the market agency or licensee discloses on the accounts of sales issued 
to the consignors concerned the nature of the relationship existing between the 
market agency or licensee and the buyers of the livestock or live poultry and 
then only if the livestock or live poultry has been offered for sale on the open 
market and the purchaser’s bid exceeds that of other bidders. The provisions of 
this section shall not be construed to permit any transaction prohibited by §§ 
201.57 and 201.60 relating to sales of livestock or live poultry out of consign- 
ments to owners, officers, agents, or employees of market agencies or licensees 
to which the livestock or live poultry was consigned. 

§ 201.48 Sellers of live poultry to issue sales tickets at designated markets. 
With respect to each purchase or sale of live poultry by licensees at designated 
markets a ticket shall be prepared by the seller at the time of sale. Each ticket 
shall show the name of the designated market, the date of the transaction, the 
names of the seller and buyer, the number of coops, kinds of poultry, price per 
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ticket shall be legibly signed by the seller and the buyer or authorized represen- 
pound, and such terms and conditions as the parties may agree upon. Each 
atives thereof and when thus signed shall constitute the contract of purchase 
and sale. One copy of such ticket shall be retained by the seller. On request 
a copy shall be furnished to the buyer. A copy shall be transmitted with an ac- 
counting of the sale to the owner or consignor of the live poultry if the trans- 
action is one on an agency basis. Settlement between seller and buyer shall be 
on the basis of the duly executed and signed tickets required by this section un- 
less good cause is shown for settlement on some other basis. 

§ 201.49 Requirements regarding scale tickets evidencing weighing of live- 
stock or live poultry. When livestock or live poultry is weighed for purposes of 
purchase or sale, a scale ticket shall be issued which shall show the name of the 
agency performing the weighing service, the date of the weighing, the number of 
the scale or other information identifying the scale upon which the weighing is 
performed, the name of the seller, the name of the buyer, and the name of the 
consignor, or understandable abbreviations of such names. In the case of live- 
stock, in addition to the information referred to in this section, the scale ticket 
shall show the number of head, kind, and actual weight of the livestock, the 
amount of dockage, if any, and the name or initials of the person who weighed 
the livestock. In the case of live poultry, in addition to the information referred 
to in this section, the scale ticket shall show the number of coops weighed, the 
gross, tare, and net weights, and the name or initials of the person operating 
the scale at the time the weighing is done. At posted stockyards only stockyard 
owners, or State agencies registered as market agencies (when weighing is re- 
quired to be performed by State agencies) shall weigh livestock and execute and 
issue scale tickets. In live poultry marketing areas designated under the act 
only licensees shall weigh live poultry and execute and issue seale tickets. Seale 
tickets issued under this section shall be in triplicate form, serially numbered, 
and if such tickets are used on a type-registering beam they shall conform to the 
specifications of the National Bureau of Standards. One copy shall be retained 
by the stockyard owner, market-agency, or licensee issuing the same, and one 
copy shall be furnished to the seller and one copy to the buyer. Duly authen- 
ticated copies shall be furnished on request to any owner or consignor of live- 
stock or live poultry. No change in weight shall be made except upon a reweigh- 
ing of the livestock or live poultry. In the case of an error of the weighmaster 
in preparing the scale ticket, other than in the weight, he shall prepare a cor- 
rected scale ticket showing the corrections made and stating on the back thereof 
the reasons for such changes. In the event of an error in the preparation of a 
seale ticket, other than in the weight, due to misinformation having been fur- 
nished by the seller or buyer, the weighmaster upon request of the seller or 
buyer shall issue another ticket bearing appropriate corrections or a correction 
slip which shall show thereon the changes made and on the back thereof the 
reasons for such changes. Before such correction ticket or slip shall be issued 
the weighmaster shall require the person requesting the change to sign such 
ticket or slip. The correction ticket or slip shall be attached to the original 
ticket. bear the same serial number, and show on its face that it is a correction 
ticket or slip. 

§ 201.50 Records; disposition. Except as otherwise provided in these regula 
tions, or in a general order which the Chief is hereby authorized to issue, no stock- 
yard owner, registrant, or licensee shall, without the consent in writing of the 
Chief, destroy or dispose of any hooks, records, documents, or papers which 
eontain, explain or modify transactions in his business under the act. 

§ 201.51 Contracts; stockyard owners to furnish copies of. Each stockyard 
owner shall furnish to the Chief at Washington, D. C., true copies of all contracts, 
and amendments thereof, between such stockyard owner and packing, rendering, 
serum, fertilizer, or other establishments relating to the business of the stockyard 
owner, except when it is shown that copies of such documents in the form in which 
thev are effective are already in the possession of the United States Government 
at Washington, D. C., and available to the Secretary. 

§ 201.52 Information as to sales on commission or agency basis not to be fur- 
nished to unauthorized parties. No market agency or licensee, in connection 
with the sale of livestock or live poultry on a commission or agency basis, shall 
give to any person, except a person authorized by the Deputy Administrator 
to obtain such information or a person who has a financial interest in the con- 
signment or a statement in writing from the owner thereof authorizing the market 
agency or licensee to furnish such information, any copy of an account of sale or 
other paper or information which will reveal to such person information relating 
to the price at which livestock or live poultry was sold or the amount of the net 
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proceeds thereof remitted to the owner or consignor : Provided, however, That this 
shall not prevent a market agency or licensee from furnishing to a trucker, 
hauling livestock or live poultry for hire, information as to the weight of such 
livestock or live poultry in order that the trucker may have the necessary facts 
on which to base his hauling charges: And provided further, That this shall not 
prevent a market agency or licensee from giving to recognized market news re- 
porting services such information as may be necessary to enable such reporting 
services to furnish the public with market news data. 
TRADE PRACTICES 

§ 201.53 Livestock and live poultry market conditions and prices; persons sub- 
ject to act not to circulate misleading reports. No packer, stockyard owner, 
registrant, or licensee shall knowingly make, issue, or circulate any false or mis 
leading report, record, or representation concerning livestock or live poultry 
market conditions or the price or sale of any livestock or live poultry. 

§ 201.54 Gratuities. (a) No stockyard owner, or market agency or licensee 
engaged in the business of selling or buying livestock or live poultry on a com- 
mission basis or otherwise, shall give any trucker delivering livestock or live 
poultry for owners or consignors any gratuities, money, meals, or things of value 
except advertising novelties having a total value not in excess of 50 cents. This 
regulation shall not preclude loans by a stockyard owner, market agency, or 
licensee to a trucker or shipper of livestock or live poultry which are evidenced 
by an interest-bearing note, properly secured, and having a definite due date. 

(b) No stockyard owner shall receive or knowingly permit any officer, agent, 
or employee of the stockyard to receive, from any market agency, dealer, packer, 
or other user of such stockyard, and no market agency, dealer, or packer shall 
offer, make, or give to any stockyard owner, or to any officer, agent, or employee 
of a stockyard, any gift, payment, loan, or other consideration, except the estab- 
lished charges for, or in connection with, the furnishing of stockyard services. 

(c) No market agency, engaged in selling or buying livestock on a commission 
basis or otherwise, shall receive, or knowingly permit any owner, officer, agent, 
or employee of the market agency to receive, from any consignor, principal, dealer, 
packer, or other user of such market agency services, and no dealer, packer, or 
market agency shall offer, make, or give to any owner, officer, agent, or employee 
of a market agency, any gift, payment, loan, or other consideration except the 
established charges for, or in connection with, the furnishing of market agency 
services. 

§ 201.55 Purchases and sales to be made on actual weights. When livestock 
or live poultry is bought or sold on a weight basis in transactions subject to the 
provisions of the act, settlement therefor shall be on the basis of the weight shown 
on the seale ticket or correction ticket, as the case may be. Any weight figures 
shown on accounts of sale, accounts of purchase, invoices, bills, or statements 
issued in connection with transactions subject to the act shall be actual weights 
obtained on stockyard scales, in the case of livestock, or on scales operated by 
licensees, in the case of live poultry, at the place and at the time of the con- 
summation of the transactions in question or, if not, shall be appropriately ex- 
plained on the accountings, bills, or statements issued. 

§ 201.56 Filling orders; price to be paid. No market agency engaged. in the 
business of selling and buying livestock on a commission basis shall use any live- 
stock consigned to it for sale to fill orders, except as provided in § 201.62, and 
then only at a price higher than the highest available bid on such livestock after 
it has been offered for sale on the open market in the customary manner. 

§ 201.57 Livestock sold at auctions; purchases from consignments. (a) No 
market agency engaged in selling consigned livestock at auction‘shall permit its 
owners, officers, agents, or employees to purchase livestock from consignments for 
resale for their own speculative accounts, nor shall it permit its owners, officers, 
agents, or employees to enter into any agreements, relationships, or associations 
with other parties whereby such owners, officers, agents, or employees shal! 
share, directly or indirectly, in profits realized from resale of livestock purchased 
out of consignments; nor shall such market agency permit auctioneers or Weigh- 
masters, or other employees performing duties of comparable responsibility in 
connection with the actual conduct of auction sales by the market agency, to 
purchase livestock out of consignments for any purpose for their own account. 
This shall not preclude employees of the market agency, whose duties in connec 
tion with the selling of livestock by auction do not involve the making of deter 
minations or decisions directly affecting the interests of consignors, from pur 
chasing livestock from consignments for their own accounts for purposes other 
than speculative resale, provided all such purchases are made by such employees 
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bidding openly and competitively at auction against other buyers and, on the 
accounts of sale issued, disclosure is made to the consignors concerned of the 
relationship of the buyers to the market agency. 

(b) No market agency engaged in selling livestock at auction shall weigh 
livestock from its consignments to a dealer account it maintains except when 
necessary to protect the legitimate interests of consignors and then only after 
having complied with the requirements of § 201.59. Whenever consigned live- 
stock is offered for sale at auction and is bought by the market agency or by 
any person in whose business the market agency has a financial interest, the 
name of the buyer shall be publicly announced by the market agency at the 
conclusion of the transaction with respect to such livestock and the accounts 
of sales furnished the consignors concerned shall disclose the information re 
quired by § 201.47. The provisions of this section shall not preclude bona fide 
owners or consignors of livestock from exercising such rights as are conferred 
on them by the laws of the State in which the auction market is located relating 
to sales of livestock at auction. 

$201.58 Sales to be to highest bidder without intermingling and not condi 
tioned on sales of other consignments. Every market agency and licensee en 
yaged in the business of selling livestock or live poultry on a commission or 
agency basis shall offer the livestock or live poultry consigned to it for sale 
on the open market and shall sell such livesteck or live poultry at the highest 
available bid In all instances the market agency or licensee shall sell each 
‘onsignment of livestock or live poultry on its merits and shall not intermingle, 
prior to sale and for purpose of sale, the livestock or live poultry belonging to 
one consignor with the livestock or live poultry belonging to another and dif 
ferent consignor unless the consent of the several consignors has been obtained 
in advance { market agency or licensee shall not make the sale of one con 
signment of livestock or live poultry conditional on the sale of another and 
different consignment of livestock or live poultry withont the consent of the 
owners. If livestock or live poultry belonging to different owners is graded 
and sold in lots, settlement shall be on the basis of the weight shown on the 
scale ticket or correction ticket, as the case may be, issued at the time the live 
stock or live poultry is weighed or graded. 

$901.59 Taking consignments into own account, accounting; resales. If a per- 
son registered to operate both as a market agency and dealer, or licensed under 
the act, takes to his own account livestock or live poultry consigned to him for 
sale on a commission or agency basis, he shall do so only after he has offered such 
livestock or live poultry for sale on the open market in the customary manner, and 
then such livestock or live poultry shall be taken into his account only at a price 
higher than the highest available bid. In such event the market agency or 
licensee, in accounting to the owner or consignor of the livestock or live poultry, 
shall show on the account of sale as the purchaser of the livestock or live poultry 
the full, true, and correct name of the market agency or licensee. In the event 
a market agency or licensee takes to its account livestock or live poultry belonging 
to one owner and resells such livestock or live poultry in one lot on the same day 
at a price higher than that remitted to the owner, such additional price shall be 
remitted to the owner in a separate accounting. 

§ 201.60 Consignments on commission; sale of livestock—(a) Consignments 
on commission; officer, agent, or employee of consignee not to purchase from, 
No market agency or licensee, except as provided in § 201.57, shall sell any con- 
signed livestock or live poultry to any owner, officer, agent, or employee of the 
market agency or licensee for his own account, or enter, or permit any such 
owner, Officer, agent, or employee, to enter, into any agreement, relationship, or 
association with anyone whereby such market agency or licensee, or any owner, 
officer, agent, or employee thereof, shares in the profits realized from the resale 
of livestock or live poultry purchased from a consignment to such market agency 
or licensee: Provided, That the provisions of this paragraph shall not be con- 
strued to prohibit any market agency or licensee from selling consigned livestock 
or livé poultry to its wholly-owned subsidiary if such transaction is handled in 
compliance with the provisions of § 201.47. 

(b) Sale of livestock belonging to a market agency or its officers or emplouces. 
No market agency shall sell livestock belonging to it or to its owners, officers, 
agents, or employees, or sell livestock in which it or its owners, officers, agents, 
or employees have an ownership interest, in such manner as to prejudice the 
interests of consignors who have consigned livestock to the market agency for 
sale for their accounts. 
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§ 201.61. Market agencies engaged in selling or purchasing livestock on com- 
mission—(a) Market agencies engaged in selling livestock on commission not to 
clear or finance dealers. No market ageucy registered to sell livestock on com- 
mission shall on and after September 1, 1954, enter into any new arrangements 
to clear, finance, or furnish bookkeeping or similar services to independently 
operated and separately registered dealers nor shall such a market agency enter 
into any agreement, relationship, or association with dealers or other buyers 
which might have a tendency to lessen the loyalty of the market agency to its 
consignors or impair the quality of the market agency’s selling services. On 
and after September 1, 1956, no market agency registered to sell livestock on 
commission shall clear, finance, or furnish bookkeeping or similar services to an 
independentiy operated and separately registered dealer. This shall not pre- 
clude a market agency registered to sell and to buy livestock on a commission 
basis from purchasing livestock on order for buyers, provided such orders are 
handled in accordance with the requirements of §§ 201.56 and 201.62. 

(b) Market agencies engaged in purchasing livestock on commission not to 
purchase livestock from clearees to fill orders. No market agency registered 
to buy livestock on commission shall, in filling orders, purchase livestock from 
dealers whose operations it clears, nor shall it enter into any agreement, relation- 
ship, or association with dealers or others which will impair the quality of the 
buying services furnished its principals. 

§ 201.62 Using consigned livestock to fill orders. Whenever a market agency 
uses livestock consigned to it for sale to fill, in whole or in part, an order which 
it has received from a buyer, the market agency shall be presumed with respect 
to such livestock to be acting solely as the agent of the consignor and shall col- 
lect for its services only the selling commissions provided in its tariff: Provided, 
That to offset expenses incurred by market agencies in soliciting bids on con- 
signed livestock from off-the-market buyers, the market agencies at a stockyard 
may provide in their tariffs for assessing such buyers a uniform expense charge 
not to exceed one-half of the order-buying charges in effect at the market. 

§ 201.63 Consignments; when not to be solicited. No market agency or li- 
ecensee shall solicit consignments of livestock or live poultry at or on stockyard 
premises or in designated areas or after such livestock or live poultry has been 
billed or consigned to a market agency or licensee and is in course of transpor- 
tation for delivery to the consignee at a posted stockyard or in a designated area. 

§ 201.64 Consignments; guarantees not to be given. No market agency or 
licensee, in soliciting consignments of livestock or live poultry, shall guarantee 
to the owner or consignor thereof that such livestock or live poultry will be sold 
at a specific price or prices if consigned to the market agency or licensee for sale 
on a commission basis. 

§ 201.65 Restrictions on employment of salesmen on split commission basis. 
No market agency engaged in selling livestock on a commission basis for the 
accounts of consignors shall employ a livestock salesman under an agreement 
or arrangement whereby such salesman is to assume the responsibility of sell- 
ing a species or class of livestock received by the market agency from all 
consignors but whose compensation is to be based on a split of only those com- 
mission charges assessed consignors considered to be “followers” of the particu- 
lar salesman. This shall not preclude 4 market agency handling a small volume 
of livestock of a certain species from employing a salesman to sell such species 
under an agreement or arrangement whereby the compensation for such sales- 
man’s services is to be based on a split of the commissions realized by the market 
agency from all consignors whose livestock the salesman is to sell: nor shall 
it preclude a market agency from making incentive payments, or bonus payments, 
to salesmen based on the over-all operating results of the market agency. 

§ 201.66 Market agencies not to employ packers or dealers. No market 
agency engaged in selling livestock on a commission basis for the accounts of 
censignors or in purchasing livestock on a commission basis for the accounts of 
principals shall, after having accepted delivery of consignments, or after having 
accepted orders from buyers, and until the completion of the weighing of the 
livestock to buyers, utilize the services of packers or independently operated and 
separately registered dealers, or their employees, in the furnishing by such 
market agency of its services. In times of emergency, to the extent the District 
Supervisor finds it necessary to prevent interruption of reasonable services, he 
may waive the requirements of this section. 
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§ 201.67 Packers or dealers not to own or finance selling agencies. No 
packer subject to the act, or independently operated and separately registered 
dealer, shall have an ownership interest in, finance, or participate in the man- 
agement or operation of a market agency registered to sell a at posted 
stockyards on a commission basis; nor shall such a market agency permit such 
a packer, or independently operated and separately sapiaten “1 dealer, to have 
an ownership interest in, finance, or participate in the management or opera- 
tion of such market agency. 

§ 201.68 Packers not to own or finance order buyers. No packer subject 
to the act shall have an ownership interest in, finance, or participate in the 
management or operation of a market agency registered to purchase livestock 
at posted stockyards on a commission basis; nor shall such a market agency 
permit a packer to have an ownership interest in, finance, or participate in the 
management or operation of such market ageney. 

$201.69 Furntshing information to competitor buyers. No packer, dealer, 
or order buyer, in connection with transactions subject to the provisions of 
the act, shall, in person, or through employed buyers, for the purpose of re 
stricting or limiting competition, manipulating livestock prices, or controlling 
the movement of livestock, prior to, or during the conduct of, his buying opera- 
tions: (a) Furnish competitor packers, dealers, order buyers, or their buyers 
or representatives, similarly engaged in buying livestock, with information cor 
cerning his proposed buying operations, such as the species, classes, volume of 
livestock to be purchased, or prices to be paid; or (b) furnish any other buy 
ing information to competitor buyers 

§ 201.70 Restriction or limitation of competition between packers and dealers 
prohibited. Each packer subject to the act shall conduct his buying operations 
at posted stockyards, and at other locations, in competition with, and inde 
pendently of, other packers. Each packer, and dealer engaged in purchasing 
livestock at posted stockyards, in person or through employed buyers, shall 
conduct his buying operations at such stockyards in competition with, and in- 
dependently of, other packers and dealers similarly engaged 








SERV IK S 

§ 201.71 iccurate weights. Each eee ee market agency, or licenses 
who weighs livestock at a posted § stockyard or live poultry in a design irea 
Shall install, maintain, and operate the scales saad for such weighing So a oO 
insure accurate weig! 

$201.72 Scales; testing o Kach stockyard owner, market agency or licensee 
who weighs livestock at a posted stockyard or live poultry in a designated 
area for purposes of purchase or sale or who furnishes scales for such purposes 
shall cause such scales to be tested properly by competent agencies at suitable 
intervals in ae ae with instructions of the ¢ ‘hief, copies of which will be 
furnished to each stockyard owner, market agency, or licensee 

§ 201.73 Scale operato to be conpetent. Stockyard owners, market agen 
cies, and licensees shall employ only competent persons of good character and 
known integrity to operate scales at posted stockyards or in designated areas 
for ws inbing livestock or live poultry for the purpose of P urcha rsale. They 
shall require such employees to operate the scales in dan “with ru 
tions of the Chief, copies of which will be furnished to each stor cxvard owner 
market agen Vy, O1 licensee who employs persons to oper: scales used for the 
purposes herein indicated. They also shall require su he employees to “rotate” 
in their weighing assignments at stockyards operating three or more scales 
Any person found to be operating scales incorrectly, carelessly, in violation of 
instructions, or in such manner as to favor or injure any party or agenc} 
through incorre weighing or incorrect weight recording shall be removed 
from his weighing duties 

§ 201.74 Scales; reports of tests and inspections. Each stockyard owner, 


market agency, or licensee who weighs livestock at a posted stockyard or live 
poultry in a designated area for purposes of purchase or sale, shall furnish 
reports of tests and inspections of scales used for such purposes on farms which 
will be furnished by the Chief on request. The stockyard owner, market agency, 

licensee shall retain one copy of such form when executed, shall cause one 
copy to be retained by the agency conducting the test and inspection of the 
scales, and shall deliver the third copy to the District Supervisor having charge 
of the work under the act in the particular district in which the scales being 
tested are located n case the test and inspection of scales as herein required 
are conducted by an agency of a State or municipality or other governmental 





1323 


subdivision, the forms ordinarily used by such agency for reporting tests and 
inspections of scales shall be accepted in lieu of the forms furnished for this 
purpose by the Chief: Provided, That the test and inspection forms used by the 
State or other governmental agency contain substantially the same information 
as that required by the official form. 

§ 201.75 Scales; repairs, adjustments, or replacements after inspection. No 
scale shall be used by any stockyard owner, market agency, or licensee, at a 
posted stockyard or in a designated area, unless it has been found upon test 
and inspection to be in a condition to give accurate weights. If any repairs, ad- 
justments, or replacements are made upon such a scale it shall not be placed 
in use until it has again been tested and inspected in accordance with these regu- 
lations. 

§ 201.76 Reweighing. Stockyard owners, market agencies, and licensees, or 
their employees, shall reweigh livestock or live poultry on request of duly 
authorized representatives of the Secretary. 

§ 201.77 Weighing for purposes other than purchase or sale. Every stock- 
yard owner, market agency, and licensee who weighs livestock or live poultry, at 
a posted stockyard or in a designated area, for purposes other than purchase or 
sale, shall show on the scale tickets or other records used in connection with 
such weights the fact that they are not weights for the purpose of purchase 
or sale. 

§ 201.78 Packer scales. Packers owning or operating scales on which live 
stock is weighed for purposes of purchase in commerce for slaughter shall 
install, maintain, and operate such scales so as to insure accurate weights. They 
shall cause such scales to be tested properly by competent agencies at suitable 
intervals in accordance with instructions of the Chief and shall submit to the 
District Supervisor copies of reports on at least two scale tests made during the 
year. They shall employ only competent persons of good character and known 
integrity to operate such scales and shall require such employees to operate 
the scales in accordance with instructions of the Chief. Any employee found to be 
operating scales incorrectly, carelessly, in violation of instructions, or in such 
manner as to favor or injure any party or agency through incorrect weighing 
or incorrect weight recording shall be removed from his weighing duties. For 
each draft of livestock weighed for purposes of purchase or sale a Scale ticket 
shall be issued showing, in addition to the weight of the livestock and the 
amount of dockage, if any, the name of the seller, the name of the buyer, the 
species, number of head, initials of weigher, and date of weighing. Scale tickets 
shall be executed at least in duplicate, one copy being supplied the seller and 
one copy being retained by the packer for a period of not less than six months. 
Seale tickets printed on type-registering weigh beams shall conform to the 
specifications of the National Bureau of Standards. No scale shall be used by 
any packer in weighing livestock for purchase unless it has been found, upon 
test and inspection, to be in condition to yield accurate weights. If any repairs 
adjustments, or replacements are made upon such a scale it shall not be used 
until it has been retested and found accurate. 

§ 201.79 Facilities and services at poste ad stockyards or designated cities, mar 
kets, or places—(a) Facilities and services at posted stockyards or designated 
cities, markets, or places; discrimination prohibited. No stockyard owner shall 
discriminate unfairly with respect to the utilization of pens, alleys, buildings, or 
facilities for the yarding, weighing, or handling of livestock, or of space for 
packing, rendering, and other establishments, or otherwise in furnishing services 
and facilities at his stockyard. No licensee shall discriminate unfairly wit] 
respect to the utilization of facilities for the handling of live poultry at desig 
nated cities, markets, or places, or discriminate unfairly in the weighing or 
handling of live poultry or otherwise in furnishing services and facilities thereat 

(b) Assignment of pens and facilities. Each person registering to operate as a 
market agency or dealer shall, before commencing or engaging in the busines 
for which he is registered, apply to the stockyard owner for, and receive assur 
ance of, the use of pens and facilities necessary in the conduct of his business 
Every stockyard owner shall, upon reasonable request, or upon his own initiative, 
without unfair or unjust discrimination, assign to market agencies desiring to en 
gage in selling livestock on a commission basis at the stockyards and to dealers 
desiring to engage in buying and selling livestock at the stockyard reasonable 
pens and facilities to be used connection with the holding, feeding, watering, sort 
ing, or selling of livestock consigned to market agencies or the buyng, selling, or 
receiving of livestock by dealers at such stockyard: Provided, That if conditions 
warrant the stockyard owner may assign reasonable pens or other facilities t 


bs 
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be used jointly or in common by two or more of such dealers. Assignments 
of pens and facilities shall be made, reviewed annually or oftener, if conditions 
warrant, and adjusted or changed, in number or location, on the basis of the avail- 
ability of pens and facilities, the need of the registrant for such assignment, vol- 
ume and kind of livestock handled, the number, size, character, and kind of con- 
signments received or lots purchased, the seniority of the market agency or dealer, 
the operating conditions of the stockyard, and other pertinent considerations: 
Provided, That no assignment, adjustment, or change shall unfairly or unjustly 
discriminate against any market agency or dealer or impair the efficiency of 
operations or the reasonableness of stockyard services furnished patrons of the 
market. 

(c) Dealers required to operate in assigned pens. Dealers engaged in buying 
and selling livestock at a posted stockyard shall receive, handle, feed, water, 
hold, sort, trade on, or sell all livestock bought or received by them at such 
stockyard, and otherwise carry on their dealer operations in pens and facilities 
assigned to them by the stockyard owner. This shall not prohibit dealers from 
consigning livestock to, or bona fide planting livestock with, registered market 
agencies at the stockyard for sale: Provided, That, if conditions at a particular 
market require such action, the market agencies and the stockyard owner shall 
prescribe reasonable hours within which dealer-owned livestock may be held 
in pens assigned to the market agencies. 

§ 201.80 Stockyard facilities or services to be furnished only to unsuspended, 
properly registered, and bonded parties. No stockyard owner or operator shall, 
after notice, furnish services or facilities at his stockyard to any person who 
attempts to engage in the business of a market agency or dealer at his stock 
yard without being properly registered and bonded as required by the act and 
these regulations or whose registration is under suspension. 

§ 201.81 Suspended or revoked registrant or licensees. No stockyard owner, 
packer, registrant, or licensee shall, after notice, employ any person whose regis- 
tration or license has been suspended or revoked to perform activities at a posted 
stockyard or in a designated area during the period of such suspension or revoca- 
tion. No stockyard owner, registrant, or license shall, at a posted stockyard or 
in a designated area, after notice, furnish services or facilities or sell livestock 
or live poultry to or buy livestock or live poultry from any person required by 
the act and these regulations to be registered and bonded, or licensed, who is 
not so registered and bonded, or licensed, or whose registration or license is 
suspended or revoked. 

§ 201.82 Livestock; care and promptness in yarding, feeding, watering, weigh- 
ing, and handling. Each stockyard owner and registrant, shall exercise reason- 
able care and promptness in respect to yarding, feeding, watering, weighing, 
or otherwise handling livestock to prevent waste of feed, shrinkage, injury, 
death, or other avoidable loss. 

§ 201.83 Live poultry; care and promptness in feeding, watering, weighing, 
transporting, and handling. Each licensee shall exercise reasonable care and 
promptness in respect to unloading, placing in coops, feeding, watering, weigh- 
ing, transporting, or otherwise handling live poultry to prevent waste of feed, 
shrinkage, injury, death, or other avoidable loss. 

§ 201.84 Feed and water furnished livestock or live poultry. Bach stock- 
yard owner, market agency, or licensee, who furnishes feed or water to live- 
stock at posted stockyards or live poultry in designated areas shall see that it is 
wholesome and fit for the purpose. They shall collect for feed so furnished 
according to actual or carefully estimated weigh only and in accordance with 
their schedules of rates and charges filed under the act. 

§ 201.85 Livestock auctions; requirements as to accommodations and per- 
sons entering auction ring. Stockyard owners and market agencies shall fur- 
nish adequate accommodations for the public to see and place bids on livestock 
offered for sale at auction; but only those persons whose presence is necessary 
to the proper handling, buying, or selling of the livestock shail be permitted 
in the auction ring while the auction is in progress. 


INSPECTION OF BRANDS 


§ 201.86 Application for authorization by State agencies and duly organized 
State livestock associations; requisites. A department or agency of a State, or 
a duly organized livestock association of a State, in which branding or marking 
of livestock, or both, as a means of establishing ownership prevails by custom or 
statute, which desires to obtain an authorization to charge and collect at any 
stockyard subject to the provisions of the act a reasonable and nondiscrimi- 
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natory fee for the inspection of brands, marks, and other identifying character- 
istics of livestock originating in or shipped from such State for the purpose of 
determining the ownership of such livestock shall file with the Deputy Adminis- 
trator an application in writing for such authorization. The application shall set 
forth clearly facts showing the necessity for inspection and shall show that 
branding or marking, or both branding and marking, livestock as a means of 
establishing ownership prevails by custom or statute in the State. The applica- 
tion shall set forth additional information, including facts showing the ex- 
perience, extent and efficiency of the organization, possession of necessary rec- 
ords, and any other factor relating to the ability of the applicant to perform the 
proposed service and, in addition, in the case of a duly organized livestock asso- 
ciation, the financial responsibility of the applicant and evidence of its organiza- 
tion. The application shall further state the names of the stockyards at which 
the applicant proposes to perform this service and the fee which the applicant 
proposes to charge for rendering the service. 

§ 201.87 Two or more applications from same State; procedure. In case two 
or more applications for authorizations to collect a fee for the inspection of 
brands, marks, and other identifying characteristics of livestock, for the purpose 
of determining the ownership of such livestock, are received from the same State, 
and the facts set forth in the applications show such action to be necessary in 
order to reach a proper determination, a hearing will be held in conformity with 
the applicable rules of practice governing proceedings under the act. 

§201.8SS Registration and filing of schedules. Upon the issuance of an au- 
thorization to an agency or an association, said agency or association shall regis- 
ter in accordance with the provisions of § 201.10 and shall file a schedule of its 
rates and charges for performing the service in the manner and form prescribed 
by §§ 201.17 to 201.26, inclusive. 

§ 201.89 Records of authorized agencies or associations. Authorized agencies 
or associations shall maintain adequate records showing in detail the income de- 
rived from the collection of authorized fees, the disbursement of such funds as 
expenses for conducting the services, the inspections performed, and the results 
thereof, including records showing a full description of brands, marks, and other 
identifying characteristics of livestock which have been inspected. They shall 
also maintain currently records of the brands, marks, and other identifying 
characteristics of livestock located in the State from which such agency or asso- 
ciation will operate, and with reference to which the authorization has been 
granted. 

§ 201.90 Fees; deduction and accounting. Persons registered as market agen- 
cies selling livestock on a commission basis, at stockyards where an agency or 
association has been authorized under the provisions of section 317 (a) of the 
act to collect a reasonable fee for the inspection of brands, marks, and other 
identifying characteristics of livestock, shall deduct from the proceeds of the 
sale of such livestock on which such inspection has been performed the fee as set 
forth in the tariffs filed by the agency or association and in effect at the time the 
services are rendered and shall pay over to the authorized agency or association 
the amount of such fees. Said market agencies in accounting to the owner or 
consignor of the livestock on which such fees are collected shall clearly show the 
amounts deducted from the proceeds for the payment of such fees and the purpose 
for which the payments are being made. All other persons receiving at posted 
stockyards livestock which is subject to inspection by an agency or association 
which has been authorized under the provisions of section 317 (a) of the act to 
collect a reasonable fee for the inspection of brands, marks, and other identifying 
characteristics of livestock, shall pay, upon demand, to such agency or association 
the fees authorized by the act to be assessed and collected. 

$201.91 Inspections; reciprocal arrangements by authorized agencies or asso- 
ciations. An authorized agency or association may make arrangements with an 
association or associations in the same or in another State, where branding or 
marking livestock prevails by custom or statute to perform inspection service at 
posted stockyards on such terms and conditions as may be approved by the 
Deputy Administrator: Provided, That such arrangements will tend to further 
the purposes of the act and will not result in duplication of charges or services. 

§ 201.92 Maintenance of identity of consignments ; inspection to be expedited. 
All persons having custody at a posted stockyard of livestock subject to inspec- 
tion shall make it available to the inspection agency authorized under the act 
in such manner as to preserve the identity of the consignment until inspection 
has been completed. Agencies authorized to conduct such inspection shall per- 
form the work as soon after receipt of the livestock as practicable and as rapidly 
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as is reasonably possible in order to prevent delay in marketing, shrinkage in 
weight, or other available losses. 

§ 201.93 Eavisting contracts between authorized agencies; recognition and 
continuation. The provisions of existing contracts between agencies authorized 
to collect fees and market agencies engaged in selling livestock on a commission 
basis, with reference to disposition of proceeds arising from the sale of live- 
stock as to which ownership has been questioned, shall not be affected by these 
regulations to the extent that such contracts contain no provisions which are in 
conflict with the act or such regulations. Copies of all such contracts shall be 
filed promptly with the Chief at Washington, D. C. 


GENERAL 


§ 201.94 Information as to business; furnishing of by packers, stockyarad 
owners, registrants, and licensees. Each packer, stockyard owner, registrant, 
and licensee shall give to the Secretary or his duly authorized representatives 
in writing or otherwise, and under oath or affirmation if requested by such 
representatives, any information concerning the business of the packer, stock- 
yard owner, registrant, or licensee which may be required in order to carry 
out the provisions of the act.and these regulations within such reasonable time 
as may be specified in the request for such information. 

§ 201.95 Inspection of records and property of packers, stockyard owners, 
registrants, and licensees. Each packer, stockyard owner, registrant, and li- 
censee shall, upon proper request during ordinary business hours, permit au- 
thorized representatives of the Secretary to enter the place of business and 
examine records requested pertaining to the business of the packer, stockyard 
owner, registrant, or licensee as such, and to make copies thereof, and inspect 
such property of persons subject to the act as is necessary to carry out the 
provisions of the act and these regulations. Any necessary facilities for such 
examination of records and inspection of property shall be extended to author- 
ized representatives of the Secretary by the packer, stockyard owner, regis- 
trant, or licensee, his agents and employees. 


GENERAL 


§ 201.96 Packers, stockyard owners, registrants, or licensees; information 
concerning business not to be divulged. No agent or employee of the United 
States shall, without the consent of the packer, stockyard owner, registrant, or 
licensee concerned, divulge or make known in any manner, except to such other 
agent or employee of the United States as may be required to have such knowl- 
edge in the regular course of his official duties or except insofar as he may be 
directed by the Secretary or by a court of competent jurisdiction, any facts or 
information regarding the business of any packer, stockyard owner, registrant, 
or licensee which may come to the knowledge of such agent or employee through 
any examination or inspection of the business or records of the packer, stock- 
yard owner, registrant, or licensee or through any information given by the 
packer, stockyard owner, registrant, or licensee pursuant to the act and 
regulations. 

§ 201.97 Annual reports. Every packer, stockyard owner, market agency, 
dealer, and licensee shall file annually with the Branch a report on prescribed 
forms not later than March 15 following the calendar year end or, if the records 
are kept on a fiscal year basis, not later than 60 days after the close of his 
fiscal year. The Chief on good cause shown or on his own motion may waive 
the filing of such reports in particular cases. 


Mr. Perrvs. Not all of them are directly applicable to the stock- 
yards. They also apply to people who operate in the stockyards, such 
as buyers , packers, commission men, and dealers. 

Mr. Wuirren. The fellow who is operating the stockyards is sub- 
ject to the regulations, which cover some 20) pages. I think it is 
quite natural for him to want the other fellow to have that, too. 

Mr. Perrus. I presume it is natural. 

Mr. Wuirren. In the case of these people who are now posted, did 
they request it, or was that a case of the Government stepping in and 
imposing it on them ? 





Mr. We ts. I think that came about quite a few years ago because 
of the possibility of monopoly and because of certain trade practices. 
I think we can give you cases of false weights and other practices 
which we have been able to find and prevent, which makes it A sar that 
these things are valuable to the men themselves. 


COMPLAINTS CONCERNING UNPOSTED YARDS 


Mr. Wuirren. Have you had any complaints from producers or 
sellers or buyers from those unposted yards? If so, how many com- 
plaints have you had in the last year from the unposted yards? It 
is very easy to understand that the posted yard wants the other 
fellow to be posted, but how many complaints have you had from 
the users of unposted yards about their practices which would make 
it appear necessary to bring them within these 20-page regulations? 

Mr. Perrus. I expect, Mr. Chairman, that we have had few written 
complaints from individuals about the practices of the unposted 
yards. We have no jurisdiction over these yards until they are posted. 
We have had a great many people take the position that we should 
post these yards, I am referring to producers. 

Mr. Wittrren. The reason I ask that is because most of the unposted 
vards, I should think, are in agricultur: . areas. 

That being true, it is not too far from one yard to another. I 
know in my own part of the country, if a yard is guilty of sharp 
practices, the first thing he knows is all his suppliers are going to 
the auction in the adjoining town. I am just wondering if the com- 
petitive situation does not take care of this as against hi aving a big 
organization of Federal employees. 

Mr. Perrus. It does not seem to, because many of the practices 
are not obvious to the producers who take their livestock in. For 
example, we had an investigation in Indianapolis in which it was 
revealed that the weighmasters had been bribed to put false weights 
on the livestock, and the people who were receiving and selling this 
livestock apparently did not know that these weights were incorrect. 
We have found a good many cases of improper weights throughout 
the country, and usually the producer is not aware of this. 


SCALE TESTING 


Mr. Wurrren. Incident to posting, do you check the scales? 

Mr. Perrus. Yes, sir; that is a part of the’ supervision. 

Mr. Wutrren. How often do you do that? 

Mr. Perrvs. Our program calls for checking the scales at least twice 
a year, and sometimes we work through a State weighing commission 
where they have a service of this kind. 


HANDLING OF VIOLATIONS 


Mr. Wurrren. Once you find a situation like Indianapolis, what 
do you do? 

Mr. Perrus. We issue an order. 

Mr. Wurirren. What does that order consist of ? 

Mr. Perrvs. First, a determination—or, rather, an allegation stat- 
ing the things that they were charged with doing which were in viola- 
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tion of the act, and, finally, an action by the judicial officer of the 
Department suspending them from operations. 

Mr. Wutrren. That suspension—is that limited to a local operation, 
or does that affect shipments in interstate commerce ? 

Mr. Perrus. The suspension is against the person operating in that 
yard. 

Mr. Wuirren. He cannot do business at all until he straightens it 
out ? 

Mr. Perrus. Neither in that yard nor in any other yard for a period 
of time. It runs, maybe, from a suspended sentence to a suspension 
of 5 years. 

Mr. Wurrten. Posting constitutes a check of the yard to see whether 
it comes within your various regulations ? 

Mr. Perrus. Yes, sir. 

Mr. Wuirren. Then what else is done? Do you check him about 
twice a year after that ? 

Mr. Perrus. We try to check him, depending on what we find out 
about how well he is operating. About four times a year is what we 
schedule for the smaller auction markets. The larger markets have 
people stationed there all the time, and they check for complaints and 
enforcement of the act. 

Mr. Watrren. Mr. Marshall? 


PENDING LEGISLATION 


Mr. Marsuatyi. Yes. Pending before the House are H. R. 9020 and 
H. R. 5282. One amends the Packers and Stockyards Act and the 
other has some responsibility in connection with the antitrust laws. 
Will that relieve you of any responsibility as to what you have been 
talking about, if those are passed ? 

Mr. Perrus. Yes: the first one, H. R. 9020, would relieve us of 
certain responsibility and add to our responsibility in certain other 
areas. It relieves us of responsibility for packer operations in those 
products not involving a meat product or a livestock product. It 
adds to our operation the interstate-commerce movement of livestock 
outside of posted yards. That is another thing. 

Mr. Marsuati. How would the passage of those bills affect the 
appropriations? Have you made any estimate? 

Mr. Perrus. We have made an estimate, I believe, that the added 
area of jurisdiction would require something like, and I believe we 
have a range around, $400,000 to administer the added area. 

Mr. Weis. H. R. 9020, Mr. Marshall, is the act which the Depart 
ment supports. 

Mr. Marsnwatu. Yes. 

Mr. Wer1s. All through the areas producing livestock, anyone in 

he country who is the victim of sharp practice would have a right to 
seailiinics 

Mr. MarsHaty. You say that would cost about $400,000 more. How 
much would you be relieved of in the way of expenses ? 

Mr. Wetts. Very little, because the only thing is the nonlivestock 
activities of the so-called meatpackers. We do not spend a great deal 
on that at the present time. 
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Mr. Marsuauyi. Do you have any estimate of how much money you 
have spent in that field? The fact of the matter is that you have 
spent very little, is it not? 

Mr. Wetts. We have spent very little on that, because our func- 
tions are limited there. We have felt that the activities which we did 
carry on were sufficient. We felt that we were spending the money 
we had on the things which affect the price of livestock and that that 
is more important than the others. 

I would call attention to the fact that this request for $225,000 is 
for 2 jobs. We would plan on using $75,000 to $100,000 for increasing 
packer investigations and approximately $125,000, perhaps a little 
more, for the posting of additional stockyards. The exact division is 
to be decided later partly because of the fact that the additional areas 
are to be blocked out later. 


CINCINNATI CASE 


Mr. Horan. I am interested in this case you have in the justifica 
tions and of the act on the part of the dealer in Cincinnati accused of 
c reating 2 monopoly in Cincinnati, and was able to depress the Cin- 

nati market by 50 cents to a dollar a hundredweight over a 3-year 
aetna, 

How did that operate ? 

Mr. Perrus. He operated in various ways to keep competition off 
of the markst. I believe the record shows, and I cannot recall the 
exact details, that in some instances he went directly to his competi- 
tors and asked them to let him do the buying and he would let them 
have the sows that they wanted at a lower price. 

In some cases he used threats to discourage his competition. 

Mr. Horan. We had some action on the floor last year which in- 
volved the Federal Trade Commission and the Department of Agri- 
culture. 

Off the record. 

(Discussion off the record.) 


PROPOSED LEGISLATION AFFECTING PACKER ACTIVITIES 


Mr. We.ts. There are two different parts to the legislation pro- 
posed. One would transfer supervision of packer activity, including 
the handling of meat, to the Federal Trade Commission. 

The other relates to a group of bills which the Department favors 
because we believe that the supervision of the way in which meat is 
handled and merchandised, and issues as to the price of livestock, 
directly should stay in the Department. 

Both bills would transfer the non-meat-packing activity to the 
Federal Trade Commission. 

Mr. Horan. I consider it very serious if he was able to depress the 
market by unfair trade practices. Of course, we set up the Federal 
Trade Commission, and we do fund them also, and I just wondered if 
there is need for clarification in the field of that activity on the part 
of yourself and the Federal Trade Commission. 

Mr. Perrus. The Department has felt there is a need for an amend- 
ment and it feels H. R. 9020 would clarify this sufficiently to permit 
each agency to carry out its investigations without being involved 
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in the other’s responsibilities and without one becoming subject to 
the other. 


Mr. Horan. That is all, Mr. Chairman. 
MARKET NEWS SERVICES 


Mr. Wuirren. Turning now to market news service offices, do you 
plan any change next year? Are any new offices to be started under 
the request ? 

Mr. Wetis. Mr. Chairman, we are requesting the same amount of 
funds for market news this year as last year, and there is no major 
change planned. 

As you perhaps know, Mr. Lennartson and Mr. Blood have for a 
number of years been negoti: iting with the States to try to get them 
to gradually accept the change in the financing pattern. We have also 
been faced with the problem of markets becoming dec entralized; and 
reporting market conditions under such circumstances is becoming 
more and more important. 

If you want to discuss this in detail, I have these men here. 

Mr. Wuirren. This committee is fi airly familiar with the program. 
Where it is the same I do not feel it is necessary to take up a oreat 
deal of time on that. 


MILK MARKETING AGREEMENTS 


We will now go to our investigation of milk-marketing agreements, 
which appeared in volume I of the hearings. I pointed out earlier 
that we would want to talk to you and point out some of the findings 
in that investigation. 

I would like to say again that this investigation was started on a 
strictly factfinding basis. I think our investigators approached it 
with that in mind. In fact, I think their report is completely objective 
insofar as I can tell. 

They make a number of comments. One of them is about the han- 
dling of referendums. They point out the block voting by coopera- 
tives. They point out the failure to notify interested producers. 

They raise some questions about proc edures for establishment of 
milk-marketing areas. 

They point out several instances of issuance of orders prior to the 
day of the final order. May I say the reason we thought it well to 
find out what the facts were was not because such a program is 
not sound, or not because of any objections to any order that may 
have been issued or not, but from some of the things we have observed. 

It was testified here by a hearing examiner that when he had a 
hearing, he heard everybody present. But it is admitted by the De 
partment that, there is nothing in the present regulations which would 
require the proponents to give notice to those that might be opposed 
to it. 

As I recall the testimony, it is agreed that usually you have notices 
in the paper, usually you have various other notices, and usually you 
do not have a hearing until it has been widely publicized. But, to 
my knowledge, I have seen no rule that would require you to take 
the step of giving any notice through any particular channel, either 
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newspapers or otherwise. Neither do you require any certificate from 
anyone that any notice has been given to all interested parties. 

I have had numerous people confer with me since this report was 
made about the necessity for qualifications to be determined, and about 
= atives being allowed, as they now are, to vote their whole mem- 
bership, though some of their members may be strongly opposed to 
the milk marketing order. 

It is my understanding that the theory behind the imposition of 
such an order is that the majority of producers in an area want it. 
Only then are you supposed to set it up. I would point out, by way 
of illustration, if you have 200 producers in an area, and they are 
opposed to a milk-marketing order, and you have a cooperative with 
500 members, and 300 of them wanted it, but 200 did not, the coopera- 
tive could cast a vote for 500, including the 200 members opposed to 
it, and it would carry. When you mate hed the 200 inside the c oopera- 
tive who did not want it and the 200 outside the cooperative who did 
not want it, you have a majority who are clearly opposed to it. 

Now the cooperative goes in and votes for all the members. When 
a man comes in and 1 is present and available and says, “I want to reg- 
ister my opposition,” apparently under your procedures he cannot 
register it. 

I have asked Mr. Farrington and others who were present to give 
some consideration to setting up a quasi-judicial procedure, similar 
to others where there would be some requirement to give notice or some 
mediums through which the notice had to be given, sometime within 
which it had to be given, and some certification that it had been done 
prior to a hearing. Then there should be some procedure by which a 
hearing would proceed and come to a close within some reasonable 
time. And some attention should be given to whether a cooperative 
should speak for all its members. 

The other thing that is pointed out is that an area covering 1,000 
producers can take over an area that has only 75 producers init. That 
one group could eventually take in all the United States if they Just 
bit it off in small enough chunks. So there is a question as to whether 
attention is given to determine if a majority of the producers in an area 
want it. 

Mr. Wetts. Mr. Chairman, may I first of all say I have read the 
milk report, and I have read the report also on section 32 activities. 
I met with the people on your staff who prepared these reports a 
number of times during the summer and fall. 

Mr. Wuirren. May I say that the committee appreciates the co- 
operation which our investigators have always had from the De- 
partment. I think it clearly shows on the part of yourself and others 
in the Department a complete willingness to cooperate. 

Mr. Wetts. I thought they were very able people. They were very 
fair, I thought, and I would say it isa very excellent report. They took 
the trouble to find out what was being done and they put it into 
simple language. 

Mr. Wurrren. That was only to help the committee. 

Mr. Wetts. They found out what the problems were, and I think 
both the reports are very good. You have raised a number of ques- 
tions. First with regard to notice of hearings; I have discussed this 
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matter with our people and Mr. Roberts and Mr. Hyde of the Hear- 
ing Examiners’ Office and with the General Counsel’s Office. We are 
trying to draft a regulation which will require that certain procedures 
be followed and that a certificate or sworn statement be introduced 
in the opening of the hearing along with the Federal Register notice, 
which is the official notice under the Administrative Procedure Act. 

Mr. Wuirren. May I say that I am speaking of a subject that has 
been before us for years. 


TIMING OF HEARINGS AND CONCLUSIONS 


There is one question here that occurs to me, and that concerns 
the question of a rather lengthy delay in reaching some decision or 
conclusion. 

I do not know enough about it in any particular case to say that 
delays by the Department are out of order. Sometimes these ques- 
tions are so close that it takes a considerable length of time to deter- 
mine whether it is good or bad to carry them out. But certainly 
there should be some data or some time within which a decision should 
be made, and certainly the hearings themselves should close within a 
reasonable time. 

Mr. Weuts. Mr. Chairman, I would say that ordinarily, I think the 
hearings are closed rather expeditiously. There are times and places 
where we are dealing with extremely difficult problems, and delays 
are highly significant and necessary. 

Also once the hearing is concluded, there is a period of some 15 or 
40 days for filing briefs. These then go to our Dairy Division for 
analysis. This analytical work and the time spent thereon, are just 
as important as the other time. It may be that there are times when 
the delays within the Dairy Division are longer than they should be. 

Mr. Wuitren. Proceed. 

Mr. Wetis. When we were speaking of this a few moments ago, be- 
fore the off-the-record discussion, I referred to the time and the work 
in the Agricultural Marketing Service and in the Dairy Division. 
Perhaps the Administrator of ‘the Agricultural Marketing Service is 
as much to blame as the Dairy Division for what might have been un- 
reasonable delays. We have been and are very hesitant to expand our 
staffs except when we feel we must do it. 

The number of milk markets has increased however to the point 
where I think we must strengthen our Dairy Division staff to effi- 
cently handle the workload. 

When we come to a conclusion in AMS as to what we will recom- 
ment on a specific order, our recommendation goes to the Secretary’s 
Office for review. A recommended decision must be published in the 
Federal Register and we must give interested parties a chance to com- 
ment on the contemplated decision. 

All of this takes time, but there are a considerable number of delays 
that are necessary if you are going to follow the course that we gener- 
ally recognize as necessary. 

Mr. Wurrren. You will note that we certainly used very general 
language in talking about these points. But I think these points 
shonld have attention. 

Mr. Wetts. There are some cases, as I say, where the delays are justi- 
finable and necessary. In other cases it may be due to a shortage of per- 
sonnel. 
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BLOCK VOTING OF COOPERATIVES 


The block voting of cooperatives is the first big question raised by 
the report ; and the second is the procedure for enlarging existing milk- 
marketing areas. These are both matters of law. ‘They are both mat- 
ters which have been testified to by many different groups. They have 
been tested in many different ways on many different occasions in the 
past. 

I would first of all say that we are necessarily trying to administer 
the law as it is now written. If and until such time as changes are 
made, we must continue that way. 

Mr. Wuirren. Does the law authorize a cooperative to vote for all 
its members even though 49.9 percent of them are there present and 
shouting their objections to it? 

Mr. Wetts. It is my understanding that the law provides that the 
Secretary of Agriculture shall accept ‘the vote of a cooperative. 

Mr. Wuirren. I wonder if we might have in the record at this point 
a copy of that provision and such other provisions that might be 
appropriate. 

Wetts. We will be very glad to introduce those. I think it 
has been tested in all the courts. 

(The information requested follows :) 

Section 608¢ (12) of the Agricultural Marketing Agreement Act of 1937 is: 

“(12) Approval of cooperative association as approval of producers. When- 
ever, pursuant to the provisions of this section, the Secretary is required to 
determine the approval or disapproval of producers with respect to the issu- 
ance of any order, or any term or condition thereof, or the termination thereof, 
the Secretary shall consider the approval or disapproval by any cooperative 
association of producers, bona fide engaged in marketing the commodity or 
product thereof covered by such order, or in rendering services for or advanc- 
ing the interests of the producers of such commodity, as the approval or dis- 
approval of the producers who are members of, stockholders in, or under contract 
with, such cooperative association of producers.” 


PROPOSAL OF THE GOLDEN GUERNSEY ASSOCIATION 


Mr. Wurrren. I have had numerous people from the Golden 
Guernsey Association come to me to arrange appointments with Mr. 
Lennartson and others within the Department. 

I have had 2 or 3 visits by these groups. They have talked to 
me about what it is they seek. They say that the Department could 
put into operation what they desire, but that the Department is a 
little slow to move into that field, and that it looks like it would take 
legislation. 

You folks are familiar with the requests of the Golden Guernsey 
Association, and I would like for you briefly to discuss with the com- 
mittee what their complaint is, what their request is, what the situa- 
tion may be, what the outlook is, and what could be done, if anything. 

Mr. Wetts. Will you discuss this, Mr. Forest ? 

Mr. Forest. Yes, sir. 

I have met with the Golden Guernsey people, and they are sup- 
ported in their request by the Jersey » people—both the Jersey and 
the Guernsey breed being what we eall high-test milk. 

I think that it is a complicated, complex story. We have spent 
many hours with them, and if at some time later, we could submit a 
written statement, along the points which I now make, I think we 
could make their position clear. 

21494—58—pt. 310 
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Mr. Wuirren. I wish you would. I would like for you to submit 
a written statement. I have their petition here which I would like 
to have incorporated in the record. 

(The above-mentioned documents follow :) 


COMMENTS ON PROPOSAL OF GOLDEN GUERNSEY, INC., FOR EXEMPTION FROM 
PooLING UNDER FEDERAL MILK ORDERS 


The proposal to exempt milk delivered by producers under the designation 
“Golden Guernsey” from pooling provisions of Federal milk orders raises first 
the question of why pooling is important. Uniform minimum prices to farmers 
which are accomplished through the pooling systems are essential to orderly 
marketing by farmers. 

The need for pooling arises from the variety of uses for milk, the different 
returns which the various uses yield, and the fact that the quantity which may 
be marketed in the highest value use, tends to be limited by a relatively inelastic 
demand. Without some regulation of marketing, all farmers whose milk is 
eligible for the highest priced use, compete for that outlet by offering their milk 
at any price which they may obtain which is above the lowest priced alternative. 
This competition for the highest priced use market tends to drive that price to 
a level too low to induce the production of a continuous supply of milk sufficient 
for the market needs. 

Under the pooling plans of payment, farmers share equally in the high and low 
priced uses of milk, according to the manner in which all milk purchased by the 
handler is used. In the case of a marketwide pool, all farmers supplying milk 
to a market share equally in the uses of milk by all handlers in the market and 
receive uniform prices for deliveries (subject to certain differentials specified 
in the act). Because all producers receive uniform prices irrespective of the 
use made of each producer’s milk, the incentive for individual farmers to offer 
milk at cut prices is eliminated. Milk is channeled to fluid sales to the extent 
of such outlets at the fluid price, and the remainder is manufactured and paid 
for at a lower price. 

The pooling arrangements provided in Federal orders have important market 
and price stabilizing influences. They make it feasible for milk handlers to 
accept the offerings of producers at all times. In a marketwide pool handlers 
may accept the milk of producers without reducing the individual handler’s pay 
price in relation to the rest of the market. This makes it feasible for the 
handler to accept and market all of the deliveries of producers. In a similar 
way, under individual handler pooling, the regulated handler pays his producers 
a blended price for all of their deliveries. Thus, he does not have to choose 
among producers as to who will receive a higher price and who a lower price. 
The handler can thus receive all of the milk of his producers at an equal price. 
This reduces the impetus of each producer to gain a preferred position with the 
handler. It consequently helps to stabilize the marketing and pricing of the 
milk. For these reasons, the pooling arrangements provide essential elements 
for the orderly marketing of milk in regulated areas. 

To exempt the milk of certain producers entirely from pooling (as we under- 
stand the Golden Guernsey people propose) would permit: those producers to 
have first call on the highest priced use of milk. But if the mandatory exemp- 
tions were made, thereby setting up a preferential market for Golden Guernsey 
producers, the entire pooling and pricing provisions would prove vulnerable 
to the pressure for greater shares of the higher-valued uses. This is so because 
other dairymen seeing the preferential market guaranteed to Golden Guernsey 
producers, would seek similar consideration by attempting to set up special 
standards for their product. 

The quantity of milk marketed as Golden Guernsey today is only a small 
fraction of the total sold for fluid use and, it is argued that a special exemption 
for this class of producers would not materially affect prices received by other 
producers immediately. To the extent that any advantage did accrue to Golden 
Guernsey producers, however, the sales of Golden Guernsey and other milk 
meeting special standards would be increased in response to such incentive, 
and the eventual effect of the exemption would probably be many times greater 
than any immediate result. 

Despite the fact that it is inappropriate to provide the special pooling arrange- 
ments for special milk, there need be no penalty to the producers of such special 
milk. The prices specified in the Federal orders are minimums only. Producers 
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can negotiate for higher prices to account for special circumstances, such as any 
additional quality factors which may inhere in special milk. These additional 
premiums would not be pooled but to the extent such special milk can command 
a premium in the market, that premium may be paid directly to the producers 
of special milk. Federal orders, therefore, in this way can adequately accom- 
modate the problems set forth with reference to special milk, but Federal orders 
cannot accommodate these same problems by granting special milks a larger 
share in the equalization scheme, thus requiring the remaining producers to carry 
a larger share of the surplus. 

It should be stressed that only the values of milk at the minimum class prices 
are pooled. The total value of a milk payment pool is calculated by applying 
minimum prices, established according to use, to each hundredweight of milk 
sold. The resultant blend price paid individual producers is also a minimum, 
thus only the values attributable to milk of normal quality are included in the 
pooling computations, 


On the other hand, there is no legal bar to paying and 


, many producers in 
fact receive, 


in addition to the minimum blend price, an additional payment, 
which reflects some additional value of the milk delivered by the individual 
producer. The additional payment may be for a variety of reasons, such as 
maintaining the standards of milk production prescribed by the Golden Guernsey 
Cattle Association. A customary premium for milk sold under the trade name 
Golden Guernsey amounts to about 46 cents per 100 pounds. Premiums of this 
kind are not subject to pooling, but rather are paid to the individual farmers 
who earn them. Thus, where any special quality attributes support a special 
premium, that premium is paid directly to those who produce the special milk. 

Mr. Wurrren. I would like for you to orally discuss the matter 
now and cover any points pro and con. 

Mr. Forest. Thank you, sir. 

The problem that the Golden Guernsey people find themselves con- 
fronted with is that they have put most of their milk into class I use 
or bottled use. 

When a milk order is instituted in an area, particularly with market- 
wide utilization, they feel that because they have made strong efforts 
to put all of their milk into bottles and have adopted a program of 
advertising and promoting the use of fluid milk, that they should not 
carry the same percentage of surplus as the average producer in that 
market. They feel that if they are successful in putting all of their 
milk into class I use, then all of that use should accrue to them. They 
feel that they should not be equalized in the market with the other 
producers on the basis of overall surplus for all uses. 

The other producers in the market, of course, feel that efforts to- 
ward equalization should be directed equally toward all producers in 
the market, that all producers in the market should bear the same 
percentage of surplus if there is to be true equalization. If at any 
time that the Golden Guernsey handler, as we call them, or dealer 
induces a customer to shift from regular milk to Golden Guernsey, 
there would be a loss of sale for the regular producer and if there is 
equalization, he ought to continue to share in that sale. 

Mr. Wurtrren. It is true, is it not, that the Jersey milk and the 
Guernsey milk in the dairy trade is admitted to be a high- quality milk 
as compared with most of the milk from other breeds? 

Mr. Forest. Yes; and actually the Golden Guernsey people do get a 
ae for their milk, and that — which is paid for the 

Golden Guernsey milk aecrues to the Golden Guernsey produce 
For example, if a Golden Guernsey dealer can sell milk for 3 ‘cents 


a quart higher than the rest of the milk, then that 3 cents a quart goes 
to the Golden Guer nsey man. 
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That is not equalized. We equalized only at the minimum price, and 
any premium which the Golden Guernsey man can get for his milk 
accrues to him. 

Mr. Wuirten. The point was made to me that present procedures 
might lend themselves to more and more surpluses, that 1f you fol- 
lowed the request of the Golden Guernsey group, it would result in 
the consumption of more fluid milk with less milk going into this 
secondary use. 

Do you see any merit in that contention ? 

Mr. Forest. I have not seen the basis of that argument. 

Mr. Wuirren. I will submit that petition to you, and I would like 
to have your responses. 

Further, I would like to know if this petition was made to you, 
whether it was within your discretion to bring about these changes, 
or whether it was something that would require a change in the law. 

Mr. Forest. I think that in my own personal view, Mr. Chairman, 
certainly in order to treat producers uniformly as is required in the 
present law, we could not give such preference to the Golden Guernsey 
or other such milks. 

Mr. Wuirren. If they were to have less of their milk put in the 
grade 2 class, would that mean that more of the other producer’s 
milk would be in grade 2 class? 

Mr. Forest. Yes, sir. 

Mr. Wuitren. Do I understand that that would result in less in- 
come to the other group? 

Mr. Forest. Yes, sir. 

Mr. Wuirren. I guess it follows that the other group is opposed 
to this. 

Mr. Forest. Very much so. 

Mr. Wuirren. After all, there are two sides to it. 

Mr. Forest. I might add, sir, if, for this particular premium over 
and above other milk, they wanted a special provision that we could 
require the handler to pay that premium, and then that premium be 
paid only to Golden Guernsey, I think that we could provide for this 
in the order. However I do not believe they want that. 

They just want a larger share out of the pool with reference to the 
Golden Guernsey producer. 


REPORT ON SECTION 32 PROGRAM 


Mr. Wuirten. I might call attention to the investigator’s report on 
section 32 funds. I asked for that study because it appeared to me 
that many times the Department moved altogether too slowly in the 
use of section 32 funds, as I told Dr. Paarlberg the other day. 

It is my belief that with funds available from section 32, the 
early announcement that the Government would step in and maintain 
the price has stabilized the price. Yet in recent years you have been 
too slow to take that first step. As a result we had this investigation 
made. 
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Among other things we asked them to list, were those times when 
requests that you use section 32 had been denied. Reading this report, 
I am not in position to pass judgment with respect to the speed that the 
Department used or to say that you should or should not have moved 
in. But I would like to have such report as the Department would 
give to me in respect to this report. 

I am advised that this report did not come in time to get in 
volume 1 but it will appear in volume 2 of our hearings, ‘which 
will give you a chance to see it. 

Mr. Weuts. Dr. Paarlberg and others in the Department are re- 
viewing this question, and we hope to have the responses available 
early next week. 

Mr. Wurrren. We want responses, and where we can convince you 
that corrections are needed, we want to have corrections, too. 

Mr. Wetts. The question as to whether we do or do not embark 
on a section 32 program is, as you know, a policy decision of the De- 
partment of Agriculture. 

MEAT-TYPE HOGS 


Mr. Wurrren. I realize that. 

Now, we turn to another item that has had the attention of this 
committee. It originated with Mr. Marshall, who has done a great 
service on this committee. 

For years he has pointed out that many of the problems in the 
meat indus try come from the fact that no premium is paid for meat- 
type or lean hogs. The American meat trade is still based on how 
much does it weigh and with certain premiums on certain size 
hogs. Yet where the farmer sells by the pound, he also ends up 
by ‘helping to add to the quantity of lard on the market, which is far 
too much at the present time. Of course, Public Law 480 is moving 
lard out of the country. But that is not something that can be con- 
tinued forever. 

We have had presented to us the results of studies made in Canada, 
which has had a system of grades and premiums for quite a long time. 
That is a system of grading lean-type meat, which is identified in the 
market place. Yet t the Department seems unwilling to provide for such 
grading here for the American meat industry. 

What action has the Department taken in view of our report urging 
you to make a study of this matter, and what can we do to bring about 
a change in the policies of the Department and set up some means 
whereby a proper premium would be available to the farmer who 
went into the type hog that the American consuming public, I think, 
clearly wants. 

Mr. We ts. I suggest that Mr. Trelogan answer the first part of 
your question, because we have conducted the study you refer to and 
Mr. Trelogan is prepared to talk to you about that today. 

Mr. Wuitren. We will be glad to hear from him. 
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STUDY OF CANADIAN PROGRAM 


Mr. Treiocan. In response to the suggestions made in your report 
published last year, a study group was organized to look into the sub- 
ject of the meat-type hog, and as part of that study a party of swine 
specialists visited Canada last September and October to look into the 
Canadian situation. 

Mr. Wuirren. We would be glad to have all the information as to 
how they do handle it and what you see in their operations there that 
might be applicable here. 

Mr. Tretogan. We have a prepared statement on this subject, Mr. 
Chairman, which I shall offer for the record. 

(The information referred to follows :) 


THE MEAtT-TyPr Hoa PRoBLEM IN THE UNITED STATES 


The need for production and marketing of meat-type hogs has been emerging 
over a long period. Several underlying trends have contributed to the gradual 
development of the problem. One of these is the declining demand for lard. This 
is demonstrated rather effectively in the first chart which shows a rather con- 
stant widening of the gap between the prices of the important lean cuts of pork 
(hams, loins, picnics, and butts), and of fat for lard from the beginning of the 
century up to the present period. Fat was worth nearly as much as lean cuts in 
the early part of the century. In 1956, however, the lean cuts, pound for pound, 
were worth 89 percent more than live hogs. Fat, on the other hand, was worth 
31 percent less than live hogs on a pound-for-pound basis. 

Another underlying trend with even more critical implications for hog pro- 
ducers suggests a declining demand for pork, especially in relation to competing 
meats. This shift in demand is demonstrated in the next chart which shows a 
downward trend in the percentage of the consumer’s dollar spent for pork since 
1920 and a gradually increasing trend for the percentage of the consumer’s dollar 
spent for beef. This change has been especially dramatic since 1947 when ex- 
penditures for pork dropped from around 3.3 percent of consumer income to about 
2 percent in 1957. During the same 10-year period, consumer expenditures for 
beef have remained relatively stable at about the 2%-percent level. 
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These charts are among the indications that a leaner, meatier type of hog is 
urgently needed in the United States. As this subcommittee suggested last year, 
consumers might consume more pork if they were assured a tastier, leaner type 
of pork. Also farmers might raise more meat-type hogs if an appropriate price 
differential were paid in the market to induce them to make the change. 

The team visiting Canada observed that the average quality of Canadian market 
hogs is very high by United States standards. Under Canadian grade standards, 
28 percent were grade A, about 51 percent were grade B, and about 10 percent 
were grade C in 1956. This means that under the United States standards 
about 71 percent of the Canadian market hogs would grade U. 8. No. 1, and about 
26 percent would grade No. 2. (Most of the Canadian hogs grading U. 8. No. 2’s 
would fall in the top half of that grade in the United States.) The Canadians 
appear to have virtually eliminated the U. 8. No. 3 from their supply of market 
hogs. 

No reliable figures are available on the grade consist of barrows and gilts in 
the United States. Various estimates, however, have ranged between 15 and 30 
percent of all barrows and gilts grading U. 8. No. 1. 

Grading of live hogs in Canada was initiated on an optional basis in the fall 
of 1922. Little progress was made in improving quality during the optional grad- 
ing period from 1922 to 1928. 

Virtually all of the progress in improving quality of market hogs in Canada 
was made during the period from 1928 to 1940. In 1928, live-hog grading was 
first made compulsory in the Province of Ontario, the largest swine-producing 
Province of Canada. Soon thereafter, compulsory live grading was extended 
to the entire country. In 1934 Canada began shifting to the carcass weight and 
grade method of marketing hogs. In 1940, this system was made the single 
official system of marketing and pricing hogs throughout the entire country. 

In 1929, 35 percent of the hogs in Canada were of what was then called 
butcher grade (relatively fat hogs). By 1940, that percentage had dropped 
to 8.2 percent. Comparable increases in the production of leaner grades of 
hogs took place during the same time. The relatively stable grade distribu- 
tion since the early 1940’s suggests that Canadian hogs may have become leaner 
genetically, inasmuch as live weights of hogs marketed have increased about 20 
pounds during this period. 

Meatpackers in Canada pay wider price differentials between grades than 
have been thought possible with yields of cuts for different grades obtained in 
the United States. Last October, Canadian packers were paying price differ- 
entials of $3 per 100 pounds carcass weight (Canadian-style carcasses) between 
grades A and C. This would amount to $4.50 for a 200-pound live hog, or $2.25 
per 100 pounds live weight. (In addition to this price differential paid by pack- 
ers, the Canadian Government pays a subsidy of $2 for hogs producing grade A 
carcasses and $1 for hogs yielding grade B1 carcasses. ) 

During the same period, differential yields of wholesale cuts from U. 8. No. 1 
and U. 8S. No. 3 hogs in the United States would have justified an 80-cent price 
differential per 100 pounds live weight. 

These wider price differentials are made possible in Canada by the added 
processing and standardization of wholesale cuts. Many of the cured cuts of 
pork in Canada are boned and defatted and sold to Canadian consumers as vir- 
tually all meat products. This increases the price per pound at wholesale and 
retail and widens the differences in physical yields of lean cuts between grade A 
and grade C carcasses. 

Another factor that may have helped to account for the high quality of 
Canadian hogs is the fact that the basic grain concentratés used in the ration 
are oats and barley. These grains have a somewhat lower energy (fat building) 
content than corn, which is likely to be the basic grain ration in the United 
States for some time to come. 

The high heritability of meat type in hogs, the relatively short time required 
for hogs to reach maturity, the short gestation period and the large litter size 
characteristic of hogs, and the extent of commercial hog production in the 
United States combine to offer promise of rapid progress toward development 
and wider use of meatier genotypes in the United States, provided that the 
market gives producers appropriate price incentives. 

Basic requirements in establishing effective price differentials between grades 
of hogs or of hog carcasses in the United States include: (1) To generate wider 
price differentials between the products from different carcass grades, and (2) 
to relay these wider price differentials to farmers more effectively, more ac- 
curately, and more completely. 
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Wider price differentials between the products could be generated by further 
processing, boning, and defatting many of the cured cuts, and possibly by develop- 
ing and using adequate grade standards for other cuts on the wholesale and 
retail levels. Carcass selling relays these wider differentials to farmers most 
accuratelys But Canadian experience several decades ago suggests that uniform 
and universal live grading has also relayed these differentials to producers fairly 
effectively. 

With universal grading as practiced in Canada, and with price differentials 
equivalent to those paid farmers by Canadian meatpackers, even greater progress 
in improving hog quality could probably be achieved in the United States without 
the assistance of a Federal subsidy. 

Mr. TreLtocan. This phase of the study, including the observations 
made in Canada which I have just summarized in this st: itement, will 
be published soon and we anticipate copies will be made available to 
you within a few weeks. 

Mr. Wurrren. Very well. 

Mr. Trevocan. Mr. Chairman, I have here the report of the second 
phase of the study which covers activities of the United States Depart- 
ment of Agriculture relating to the meat-type hog problem. It is 
suitable for insertion in the record. 

Mr. Wurrren. We would be glad to have this included in the rec- 
ord. It is quite lengthy, but I think it is quite appropriate that it be 
here. 

(The information referred to follows: ) 


ACTIVITIES OF THE UNITED STATES DEPARTMENT OF AGRICULTURE RELATING TO THI 
Mrat-Type Hog PROBLEM 


PRODUCTION RESEARCH 


Past Work.—As a result of swine improvement research at State and Federa! 
stations, a number of inbred lines, developed from a crossbred foundation of two 
or more breeds, have been made available to swine breeders. As the number of 
breeders increased a demand arose for purebred registration and eight new 
breeds are being registered from foundation stocks developed by research: 





Name Color Origin 
American Landract White Danish, Norw e gia n, Swedish Landrac 
Beltsville No. 1 Black and white Landrace-P« ‘hina. 
Beltsville No. 2 Red Danish Yorks h ire, Duroc-Landrace-Ham, 
shire 
Maryland No. 1 Black and white Landrace-Berkshire 
Minnesota No. |! Red Landrace amworth 
Minnesota No. 2 Black and white Yorkshire-Poland China 
fontana No. 1. Black Landrace-Hampshire 
Pa lous W hite__. Landrace-Chester Whit 


In 1937, a regional swine breeding laboratory, with headquarters at Ames, 
lowa, was established through cooperation of the United States Department 
of Agriculture and State agricultural experiment stations in the North Central 
States. State agricultural experiment stations cooperating with the United 
States Department of Agriculture include: Illinois, Indiana, Iowa, Kansas 
Michigan, Minnesota, Missouri, Nebraska, North Dakota, Ohio, Oklahoma, 
South Dakota, and Wisconsin. The work of the laboratory is concerned pri 
marily with the development of inbred lines of meat-type hogs within nine pure 
breeds of hogs 

Investigations undertaken by the regional swine breeding laboratory relate 
to: Discovering, testing, and developing plans of breeding and selection whicl 
may aid hog men in speeding improvement in performance characters; the idea 
of extending and intensifying pure breeding by forming and using inbred lines; 
enlarging knowledge regarding the effects of inbreeding and the inheritance 
of performance characters in hogs; and evaluating and demonstrating applica 
tion of such knowledge in hog breeding. Characters emphasized include pro 
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ductiveness of sows, vitality of pigs, growth rate, economy of gain, and desir- 
ability of carcasses. Attention has been focused on a meat-type hog from the 
beginning. 

Trials relating to methods of selection include rating of animals on appear- 
ance by scoring, rating by an index of merit based on traits under selection, 
litter testing, progeny testing, and measuring fatness of animals. Physiology 
problems investigated relate to breeding behavior of boars, number of eggs 
ovulated by gilts and by sows, and embryonic survival of pigs. 

Results indicate that as inbreeding progressed with selection in the various 
populations tested, litter size, survival, and growth rate tended to decline, and 
a few lines have survived more than 50 percent inbreeding. Records suggest 
that lines started from crossbred foundations have held up better than those 
within a pure breed. 

Lines which were inbred slowly declined more slowly than those which were 
inbred rapidly. Results with several lines are good enough to support the view 
that a herd can be maintained as a closed herd for many years to produce seed 
stock—-boars particularly. 

Lines which were retained have been tried in top-crosses, line-crosses, and 
breed-crosses. The traits which have been affected adversely by inbreeding 
have responded favorably to crossing—both line-crossing and breed-crossing. 
Line culling has been based almost entirely on the line’s own performance. 

Economy of gain and desirability of carcasses do not appear to be as severely 
affected by inbreeding. Good results have been obtained from crossing the 
best performing inbred lines even when the inbreeding of the lines averaged 
no more than 25 to 35 percent. Currently, increasing emphasis in the regional 
project is being placed on breeding methods that improve carcass quality, where 
selection procedures rather than inbreeding alone are followed. 

Nutrition studies of the Department have included examination of the 
effects on carcass quality of the various nutrients and diets under study. For 
example, studies have been concerned with different levels or qualities of protein 
or vitamins as Well as fiber content or restrictive feeding. Physiological studies 
have investigated the effects of the modification of the hormone balance and 
of certain environmental factors upon hog carcass quality. 

Present work.—Two long-time breeding experiments with swine are currently 
under way at the Department’s Beltsville Agricultural Research Center. The 
two experiments are entitled “Reciprocal Recurrent Selection for Hybrid Vigor 
in Swine” and “Selection for High and Low Degrees of Fatness in Swine.” In 
these, emphasis is placed on the methodology aspects in order to find procedures 
for improving carcass quality as well as general performance. 

Other important experiments are concerned with identification and certifica- 
tion of meat-type hogs, swine semen preservation, and physiological studies. 

The reciprocal recurrent method of selection of parents for use in crossing is 
based primarily on the performance of the offspring of the crosses and not on 
the performance of individuals in the parent strains themselves. The animals 
used to propagate their respective strains are those boars and sows which pro- 
duce the best cross progenies when first mated with animals of the other strain. 
Theoretically, recurrent selection should provide continued improvement in the 
performance of crossbred pigs. It is a method of selection aimed at maximizing 
the amount of hybrid vigor which usually results from crossing unrelated strains 
or breeds. 

The two principal objectives of the recurrent selection program are to deter- 
mine the method’s practical usefulness for improving the performance of cross- 
bred market hogs and to develop strains for eventual use as seed stock in market- 
hog production. The important elements of hybrid vigor being sought are sow 
productivity, pig viability, rate of growth to marketweight and feed efficiency. 
Also considered are carcass traits such as loin eye muscle area, yield of preferred 
cuts, carcass backfat thickness, and other more detailed carcass composition 
measures. 

The principal advantage of recurrent selection over the method of inbred line 
crossing, at first used by corn breeders in hybrid seed production, is that it elimi- 
nates the need of developing and maintaining inbred lines. Inbred lines can be 
difficult to maintain and must be extensively tested in order to find those lines 
which produce superior hybrids. 

The practical value of recurrent selection is now being tested with corn, poul- 
try, various laboratory animals, and swine. In addition to the Beltsville swine 
projects, similar tests are in progress at other stations. These include Federal- 





1343 


States projects at the Missouri and Oklahoma Agricultural Experiment Stations, 
and a project at the Montana Agricultural Experiment Station. 

The Beltsville project was started in 1955 with two strains which were first 
crossed with one another for litters in 1956. The results obtained to date show 
rather substantial advantages for crosses compared with the individual perform- 
ance of each of the two strains selected for study. However, several genera- 
tions of crossing and selection will be necessary, before the practical value of 
the recurrent selection procedure can be evaluated. 

In the project section for high and low degrees of fatness in swine, 4 lines of 
swine are being developed, 2 lines of Durocs, and 2 lines of Yorkshires. Selec- 
tion of parent stock to keep in the four breeding herds is based on backfat thick- 
ness as determined by the live probe. The plan is to develop a fat group (or 
line) and a lean group (line) of hogs from each breed. The primary purpose of 
this experiment is to determine the usefulness of the backfat probing technique 
as a tool in the development of superior meat-type strains of swine. This ex- 
periment will serve to illustrate the amount of progress that may be possible 
using on-the-farm probing of live animals without the aid of swine test stations. 
The experiment has progressed to the second generation in the Duroc breed and 
is now entering the first generation in the Yorkshire breed. Detailed carcass 
analyses are being made. 

The identification and certification program for meat-type hogs was initiated 
by the Department in cooperation with a number of Corn Belt and other agricul- 
tural experiment stations and the purebred swine record associations. The pri- 
mary purpose was to assay herds of purebred hogs to locate and identify meat- 
type animals and strains that consistenly produce superior offspring. These 
animals and strains are to be used for breeding stock on farms. 

The on-the-farm probing of backfat thickness in live animals was begun with 
spring litters of 1954. Probing records have been obtained on over 5,000 hogs on 
S2 farms in 5 States. Purebred hogs from nine different breeds have been probed. 

On-the-farm probing is being carried on also outside the Department’s identi- 
fication and certification project, by various State and county extension workers 
and others. 

Results of a recent test on the preservation of swine semen for use in artificial 
insemination emphasized the possibilities for future dissemination within this 
country of superior germ plasm needed to increase meat-type hog breeding stock. 

At Beltsville, tests have been conducted on the keeping qualities of semen 
when shipped long distances by air. Samples of semen were collected and 
processed daily and flown to Beltsville over a 15-day period in December 1956. 
In each case, 30 to 40 hours had elapsed from the time the semen was collected 
until the sows were inseminated. Of the 24 sows used in the test, 11, or 46 
percent, farrowed litters of strong, healthy pigs. The conception rate should 
increase rapidly as the techniques of insemination are improved. 

The boar semen was treated with sodium citrate and egg yolk as diluters. 
In the tests, the semen was shipped in small collapsible plastic bottles that were 
used in the inseminating process. 

Methods of carcass selection for leanness are being evaluated. Changes which 
may occur in other traits when leanness alone is the basis of selection of breeding 
stock are also being studied. Trials are being undertaken to test the effective- 
ness of selection in a closed herd, with inbreeding held at low level (less than 
10 percent) in a pure breed, as compared with that in a similar herd started from 
a crossbred foundation. 

Methods of measuring backfat thickness in live animals (the metal probe and 
lean meter probe) have been developed and tested. These tools for probing 
backfat thickness on live animals are being used widely in the swine industry 
in helping to locate meat-type breeding stock and to cull the fat animals. 

Future work—Permanent improvement in swine must be achieved through 
breeding. Results of work done emphasize the importance of hybrid vigor to 
the commercial hog producer. More knowledge is needed and is being sought 
about genetic interactions with respect to traits in hogs. The question of 
whether remaking a breed periodically by crossing it with another and practicing 
subsequent selection is more effective than conti.uued selection within an estab 
lished breed, offers possibilities that should be investigated. Physiology prob- 
lems need and will get further exploration. Artificial insemination holds prom 
ise. Facts are needed on how to bring a group of gilts into heat within a 24-hour 
period. One problem—that of making best use and application of what is known 
now—receives and will receive constant consideration. Wider use of testing 
procedures is indicated. Added information is needed to determine the most 
effective testing procedures. 
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Future research will seek the most efficient methods for solving existing and 
potential problems. The experiments in recurrent selection and selection for 
high and low degrees of fatness should yield some much-needed information. 


MEAT \ND CARCASS COMPOSITION STUDIES 


Laboratories of three research divisions of the Department have performed 
and are performing studies leading to a better understanding of the physical 
makeup of the hog. The goal of the work is to find improved methods of 
measuring or estimating quality. The work of the laboratories is built around 
measurement of (1) pork cuts, (2) carcasses, and (3) live hogs. Measurements 
of live hogs are studied to find improved ways of estimating the quality of the 
carcasses and the cuts. Measurements of pork carcasses are studied to find 
improved ways of estimating the quality of individual cuts without having 
to break the carcass. Individual cuts are studied to provide data for defining 
characteristics associated with good eating quality. 

Human Nutrition Research Division—In the study of the quality of indi 
vidual cuts, research in this Division has been initiated to provide data for 
defining the minimum fat content associated with good eating quality of pork 
and the nutritive values of meat-type and fat-type pork. In one project, data 
will be obtained on the relationships of cooking quality, yield, flavor, juiciness, 
and tenderness characteristics of cooked pork from different types of hogs. 
The physical and chemical composition and histological structure of raw and 
cooked meat will be studied. Chemical analyses will be made to provide data 
on nutrients such as proteins, amino acids, vitamins, and minerals to be found 
in pork cuts representative of the entire carcass. 

Such comprehensive data when related to genetic and other factors in produc- 
tion can be useful to producers and processors, aS well as to consumers of pork 

The resulting data on edible yield, for example, would enable calculation of 
the relative value to consumers of trimmed meat from fat-type hogs compared 
to trimmed meat from meat-type hogs. Results of these studies could also be 
used to aid the development or improvement of grade standards for cuts of pork. 
The possibility of packer standardization of fat content of the highly trimmed 
and boned pork product of the future could be considered. 

Animal Husbandry Research Division.—Quick, reliable procedures to deter- 
mine composition of the live animal, in terms of fat, lean, and bone, are being 
sought by the Meat Quality Laboratory of this Division. Such procedures would 
enable the producer to market his animals at the time they reach this optimum 
finish and would permit sorting, selling, and processing of uniform lots of 
animals. They would also be most valuable to the breeder in the selection of 
replacement breeding animals that would transmit the desired proportions of 
lean, fat, and bone to their offspring. 

For example, it would be useful if the cross-sectional area of the loin muscle 
could be estimated in breeding stock. One approach to the solution of this 
problem involves the fact that electrical impulse rates and sound transmission 
rates through fat, lean, and bone are different. Thus, measurements of fat 
and lean thicknesses within the live hog may be determined through ultrasonic 
or electronic impulses. Other methods of estimating internal quality of live 
hogs are being tested. The measurement of blood volume and output of creatine 
(protein degradation product) in urine and enzymatic activity in biopsy samples 
and certain procedures involving specific gravity measurements are being investi 
gated. Another procedure being tested involves an anesthetic which the animal’s 
fat absorbs to some extent. Thus, the thinner animals remain asleep longer 
This method will probably continue to be too time consuming for practical use 
in the market, but it has research possibilities. 

In addition to studving the live hog for clues to carcass and meat quality, 
the Meat Quality Laboratory has experimented with and designed carcass 
measurements for estimating the quality of trimmed primal cuts and has worked 
on methods of quality evaluation of individual cuts. 

A large volume of data on carcass measurement and composition is now being 
assembled. A comprehensive analysis of these data will aid in the development 
of an index of factors that characterizes a meat-type hog and in studying 
heritability. 

A detailed carcass evaluation is being made of offspring of the animals in the 
two experiments, recinrocal recurrent selection for hybrid vivor in swine. and 
selection for high and low degrees of fatness in swine. Quality factors such 
as flavor, intramuscular fat and yield of preferred cuts are receiving attention. 
These, analyses will supply data to improve knowledge of the heritability of 
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fatness in swine and will provide information about the degree of fatness most 
desirable in pork. 

Marketing Research Division.—The Quality Evaluation Section of this Divi- 
sion is cooperating with the Meat Quality Laboratory in studying methods of 
rapid evaluation of body composition of live hogs. Current research is mainly 
concerned with the development of electronic instrumentation and equipment 
for nondestructive measurement of lean and fat content of live hogs, carcasses, 
and pork cuts, for use in marketing hogs on the basis of merit. Such measure- 
ments should aid in providing a sound objective basis for grade standards and, 
in addition, have potentials for development of automatic sorting and handling 
equipment. 

Experimental work has been undertaken on measurement of the natural radio- 
activity of pork cuts. All animal tissues have a slight but definite natural radio- 
activity arising from the presence of infinitesimal amounts of the radioactive 
element potassium 40. This element appears to be associated mainly with 
lean tissues and not with bone or fat. Only limited data, using hams, have been 
obtained to date. However, in these instances, the expected correlation between 
lean yield and radioactivity was found. If promising results are obtained in 
further tests, the research emphasis will be shifted to the development of prac- 
tical instrumentation. 

Grade standards for pork carcasses have been developed that objectively define 
the ratio of lean to fat cuts as a part of grade. Similar data relating to meas- 
urement of other qualities, such as tenderness, might contribute much toward 
further improvement in carcass standards, besides providing an objective basis 
for determining standards for pork cuts. Methods of measuring and predicting 
tenderness and other attributes are being studied. 

Contribution of this Branch to the project on identification and certification 
of meat-type hogs will be partly directed to develop an objective basis for grade 
standards of feeder pigs with particular reference to indexes of their meat-type 
potential. 

Other work.—A number of the State experiment stations are continuing work 
on developing methods of measuring carcass and meat quality. For example, 
photometric measurement of fat-lean ratio of the surface of a meat slice may 
be possible and may have some applications. The work of research laboratories 
in industry may, as a byproduct of the study of other problems, result in discov- 
eries useful in evaluating meat and carcass composition. For example, a pri- 
vate firm is studying the possible use of ultrasonic equipment, originally designed 
to find flaws in the interior of heavy metal castings, for measuring back-fat 
thickness of live hogs. : 

SWINE AND PORK GRADES 


Past work.—A system of classifying and grading market hogs was originally 
developed by the Department in 1918 for use in market reporting. Revisions 
were made, consistent with changes in production and marketing conditions, and 
tentative standards were issued in 1930. Further revisions were effected in these 
tentative standards for swine in 1940. Similarly, tentaive standards for grades 
of pork carcasses and cuts were issued by the Department in 1931 and slightly 
revised in 1933. These tentative standards formed the basis for market news 
reports, but grade was seldom a factor in swine and pork marketing. 

Increasing evidence of a shift in consumer preference toward leaner pork, as 
early as 1940, indicated a need for changes in the grade standards. Consequently, 
studies were initiated to develop grade standards that identify differences in the 
lean and fat proportions of swine and pork carcasses. Measurement and cutting 
data obtained at Beltsville were analyzed to determine relationships that would 
provide an objective basis for standards. In 1946, additional measurement and 
cutting data were obtained under commercial conditions in a study conducted by 
the University of Minnesota Agricultural Experiment Station.2 Analysis of these 
data established that backfat thickness in relation to weight or length of carcass 
provided a reliable guide to yields of lean cuts and fat cuts as well as to quality 
of pork. 


1Bngelman, Gerald, Dowell, A. A., Ferrin, E. F., and Anderson, P. A., Marketing 
Slanghter Hogs bv Carcass Weight and Grade, Minnesota Agricultural Experiment Station 
Technical Bull. 187, Anril 1950. 

Engelman, Gerald, Dowell, A. A., and Olson, Robert E., Relative Accuracy of Pricing 


Butcher Hogs on Foot and by Carcass Weight and Grade, Minnesota Agricultural Experi- 
ment Station Technical Bull. 208, Tune 1953. 
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The study of Marketing Slaughter Livestock by Carcass Weight and Grade, 
conducted by the Minnesota Agricultural Experiment Station, was later adopted 
as a regional project by the North Central Livestock Marketing Research Com- 
mittee. Considerable work has been done by the experiment stations of the region 
on both hogs and cattle.’ 

In addition to the Department and the State experiment stations, others have 
been working on ways to improve the accuracy of both live and carcass grading 
methods. One meatpacker conducted four rather large-scale experiments with 
eareass grading during the period 1933 to 1948. From 1948 to the present, this 
firm has purchased hogs by carcass weight and grade on an optional basis. Other 
packers also have done pioneering work in this field as well as in the field of 
improving the accuracy of live grading. 

United States Department of Agriculture analysis of data gathered for the 
original Minnesota study provided the basis for development of the present 
United States official standards for barrow and gilt carcasses.. The new stand- 
ards for grades of slaughter barrows and gilts and the resulting carcasses were 
proposed by the Department in 1949. Extensive field testing and demonstations 
of the application of the standards were conducted prior to the adoption of 
official standards in 1952. Continuing shifts in consumer preference toward 
leaner pork and changes in production and marketing patterns led to revision of 
the standards in 1955, whereby the fatness permitted in the two top grades 
was substantially reduced.’ Official standards similar to those for barrows and 
gilts were adopted in 1956 for grades of slaughter sows and sow carcasses.‘ 

Future work—An area of activity that will receive attention during 1958 
concerns development of standards for grades of feeder pigs. The increase in 
the number of organized feeder pig sales has created a need for a uniform 
means of identifying differences in pig quality. Proposed standards for grades 
of feeder pigs will be developed for this purpose. 

At present, most major pork cuts are rarely graded or sorted on a quality 
basis. If there were price differences between cuts of different grades or quali 
ties, there might be even greater incentive for the production of meat-type 
hogs. Proposed standards for grades of pork cuts will be developed and field 
tested. There are many difficulties surrounding the use of grades for individual 
cuts of pork. Even in Canada, where carcass grades have been used since 1934, 
grades are not used at the wholesale and retail levels. 

Investigation will be made of available information on measuring the muscling 
in pork carcasses, with the goal of improving grade standards. Research has 
shown that backfat thickness in relation to weight or length, as now used in 
the standards, explains about 70 percent of the variation in vields of lean ents 
from pork carcasses. Provision in the standards for consideration of other 
factors, such as thickness of muscling, may be possible, making the grade stand 
ard an even more precise tool for identifying differences in hogs and in pork 
carcasses. 

A lean-to-fat index may be developed that is more closely related to value 
than is yield of cuts. It also may be possible to develop more objective stand 
ards for live hogs, achieving a higher correlation between live grades and car- 
cass values. 

Two of the objectives in swine and pork grade standard activities of the 
Department are (1) the development of more objective means of measuring 
differences in quality characteristics or attributes of an animal, carcass, or cut: 
and (2) the determination of the relationships of various quality aspects to 
palatability or eating satisfaction. Information of this nature is a prerequisite 
to more meaningful standards for pork cuts. 

Evidence that wholesale cuts can be given the same grades as the carcasses 
from which they came is not conclusive. Carcass grades were designed to sort 
eareasses according to their value to the packer on the basis of relative amounts 


2North Central Livestock Marketing Research Committee, Objective Carcass Grade 
Standards for Slaughter Hogs, Minnesota Agricultural Experiment Station Bull. 414, June 
1952. 

8U. S. Department of Agriculture, AMS, Official United States Standards for Grades of 
Pork Carcasses (Barrow and Gilt), Service and Regulatory Announcement No. 171, July 
1955. 

U. S. Department of Agriculture, AMS, Official United States Standards for Grades of 
ee Swine (Barrows and Gilts), Service and Regulatory Announcement No. 172 
July 1955. 

*U. S. Department of Agriculture, AMS, Establishment of Official United States 
Standards for Grades of Certain Pork Carcasses and Certain Swine. Reprint from Federal 
Register of August 18, 1956. 
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of high-value lean cuts and low-value fat cuts. They were not designed to 
sort individual wholesale or retail cuts according to consumer preferences. In 
other words, a grading system which does a perfect job at one level in the 
market may or may not be useful at another. 


CONSUMER PREFERENCES FOR PORK 


Hogs and pork are subject to a certain amount of uncontrollable biological 
variation from animal to animal. Some variation can be controlled, of course. 
Meat varies in lean-to-fat proportions, color, flavor, texture, and other attributes. 
Not all consumers prefer the same attributes or the same combinations of at- 
tributes in the meat they eat. 

The purpose of the study of consumer preferences for pork is to find (1) which 
attributes are important to consumers, and (2) the proportion of consumers 
that prefer high, medium, or low amounts of the particular attribute being 
studied and, if possible, (8) the intensity of these preferences in terms of price 
premiums that would be paid for certain qualities. A number of studies have 
been made or are underway relating to consumer preferences for pork. Three 
studies have indicated that carcass grades alone may not provide sufficient 
differences to be used as the basis for retail grades of pork loins.’ The Iowa 
study indicated that consumers may prefer large-muscled pork chops over small. 
On the average, the loins from U. 8S. No. 1 hogs are better in muscling than the 
lower grades. 

Unpublished work at the University of Illinois has indicated that the U. S. 
No. 1 carcass, in comparison with the No. 3, could provide extra closely trimmed 
loins at considerably lower product cost, but that sorting and other costs would 
force a noncompetitive wholesale price. 

One study has indicated that sorting by carcass grades may provide sufficient 
differences in desirability to be used as retail grades for regular hams and 


half-hams.° 

In addition to retail sales tests, questionnaire surveys of consumers have been 
used to see if proper attributes of quality are being considered in the grade 
standards. r 

A number of studies have been made that are not mentioned above.’ A state- 
ment is available of the role of grading and the economic principles involved in 
meat grading and consumer studies.° 

The Department is planning an investigation entitled “Measurement of Con 
sumer Acceptability of Retail Pork Cuts from Meat- and Fat-Type Hogs.” This 
will be a retail sales test type of study. The main goals of the study are to seek 
better methods of classifying retail pork cuts and to discover the proportion of 
shoppers who prefer different degrees of certain attributes in the poduct. 

Initially, the attibute studied will be the fat-lean ratio. Tests will be con 
ducted in which pork will be separated in accordance with wholesale-cut grades 
now being developed by the Department. Also, carcass grades may be tried 
again as a sorting device for the retail cuts. The tests will involve two types of a 
product on the store counter. The amount sold of each type will be recorded 
A number of experimental stores will be used and the test will be conducted at 
different seasons of the year. 

If consumers demonstrate greater acceptance of pork from meat-type hogs, 
this should further justify the trade in paying an incentive price for leaner ani 

6 Gaarder, R. O., and Kline, E. A., What Do Consumers Want From Pork? Iowa Farn 
Science, December 1956. Iowa State College. 

Kirtley, M. B., Consumer Acceptanct of Lean Pork Chops, Llinois 
June 1955. University of Illinois. 

Trotter, C. E., and Engelman, Gerald, Consumers Fail To Recognize Differences in Pr 
Grades, Science for the Farmer, summer 1957. Pennsylvania State University. 

® Gaarder, R. O., and Kline, E. A., What Do Consumers Want From Pork?—A Second 
Report, lowa Farm Science, March 1958. 

* Birmingham, E., Brady, D. F., Hunter, S. M., Grady, J. C., and Kiehl, BE. R., Fatness 
of Pork in Relation to Consumer Preference,’ Missouri Agricultural Experiment Station 
Res. Bull. 549, May 1954. 

Eheart, Mary 8S., Thomas, H. R., and Taylor, J. C., Palatability and Chemical Differenees 
in Cooked Smithfield Hams From Full-Fed Hogs on Peanut and Corn Rations, Food 
Research, 20: 6, November—December 1955. 
Drayton, L. E., Sales Tests With Selected Lean Bacon, The 
7:5, October 1957, Canada Department of Agriculture. 
Roper, Elmo, Public Views Pork Dimly, The National Provisioner, 135: 15, October 13 
1956. 

Vrooman, C. W., Consumer Report on Pork Products, Oregon Agricultural Experiment 
Station Bull. 521, 1952. 

§ Engelman, Gerald, An Economist Looks at Meat Grading and Consumer Studies, USDA 
AMS. A statement to the Conference on Consumer Studies and Meat Quality, Uni 
of Missouri, Columbia, Mo., September 9, 1957. 
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mals. At the same time, the feasibility of using the experimental sorting methods 
in actual practice will be studied. 


WORK WITH FARMER COOPERATIVES 


Cutout tests have been conducted on several types of hogs at cooperative pack- 
ing plants. These tests demonstrated clearly that hogs showing meat-type charac- 
teristics were more valuable to the packing plants. Some hogs were found to 
be worth as much as $3 to $4 more than others of the same live weight. 

Demonstrations and meetings with farmers and packers have been used to 
establish the principle that meat-type hogs are superior in yield of higher priced 
cuts and thus are worth more money. 

Meat-type hogs were purchased from Department and college breeding sta 
tions for distribution to farmers in one area. The packing plant in this area 
then initiated a system of paying premiums for meat-type hogs ranging from 20 
to 40 cents per hundredweight. 

This early work helped cooperative marketing associations establish a program 
for selling hogs on a price differential basis. It also helped encourage estab- 
lishment of testing stations where hogs were fed and followed through slaughter 
to determine cutout results. 

tesearch has been conducted by contract with Ohio State University on how 
to price live hogs accurately. The results of this study are being used in the 
trade and by educational agencies. 

Present work with farmer cooperatives is devoted largely to furnishing infor- 
mation on cutout tests and to attending meetings and conferences with groups 
interested in encouraging meat-type hog production and, especially, the market- 
ing of hogs on the basic of price differentials for grades. 

*amphlets have been prepared for use of cooperative groups and others. These 
studies are concerned with pricing and marketing meat-type hogs.*® 

Plans have been made to expand work previously done at Ohio State University 
so that better pricing methods may be found for use in marketing light and heavy 
butcher hogs and light sows. A national survey is planned to determine the 
volume of meat-type hogs marketed. Other information will be obained, such 
as price differentials paid, and reactions and experiences of marketing agencies 
and packers. 


EXTENSION WoRK IN THE UNITED STATES 


The Cooperative Extension Service for several years has placed high priority 
on educational work in the production and marketing of meat-type hogs. Exten- 
sion educational effort and subject matter concerning hogs and pork has been 
directed at working with all segments of the industry such as farmers, livestock 
marketing agencies, packers, processors, wholesalers, retailers, and consumers. 
This work has emphasized (1) obtaining increased recognition of the longtime 
trend toward declining demand for lard and fat cuts such as plates and jowls 
in relation to lean cuts such as hams and loins and the declining demand for pork 
in relation to competing meats; (2) bringing about improvements in the market- 
ing system that will more adequately reflect consumer preferences to producers ; 
and (3) obtaining greater understanding of ways of bringing about production 
of hogs which more nearly meet the demands of consumers. Extension workers 
seek to bring about the application of research findings relating to the production 
and marketing of meat-type hogs and pork. This includes the application of 
research results in genetics, nutrition, disease control, and sanitation and man- 
agement; the pricing and marketing of both live hogs and pork, and consumer 
preferences. In addition, greater recognition of differences in quality and value 
of hogs being marketed is encouraged by a greater understanding and use of 
market grades, and establishing price differentials for meat-type hogs. Groups 
within each of the segments of the hog and pork industry have cooperated in this 
program. 


® Fox, R. L., Price Differentials for Live Grade Hogs, USDA, FCS Serv. Rept. 23, June 


1956. et 


_ Fox, R. L.. Wheeler, A. E.. and Randell, C. G.. Measuring the Marketability of Meat 
Type Hogs, USDA, FCA Cir. 152, May 1953. ; 
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LEADER TRAINING 


In addition to the work being done by State extension services in training 
leaders, three regional workshop conferences have been held to train State exten- 
sion workers and develop methods and techniques to provide information to each 
segment of the industry that will lead to the production and marketing of meat- 
type hogs and pork. These were held at Austin, Minn., May 1954; Raleigh, N. C., 
June 1954; and Columbus, Ohio, May 1956. Research workers and representa- 
tives of different segments of the hog and pork industry also attended these con- 
ferences. At the Columbus conference, educational programs were outlined to 
reach each of the following groups: (@) Farmers, (b) livestock markets, (e) 
packers and processors, and (d) retailers and consumers. The information 
developed through this conference was distributed among extension personnel in 
all States. 


EDUCATIONAL METHODS 


Meetings, group and individual demonstrations, radio and press are used effec- 
tively in working with the people concerned. For example, standards for meat- 
type hogs are demonstrated by using live hogs. These standards are used in 
evaluating breeding stock and slaughter hogs. The techniques of probing, meas- 
uring and weighing are also demonstrated. The interest which swine producers 
and others are showing as a result of continued educational work is indicated by 
the following examples: Iowa reported 128 meat-type hog meetings with 15,261 
attending, and 67 demonstrations of live hog probing and carcass quality demon- 
strations before 5,948 producers; and Alabama reported 415 meetings with 11,121 
attending, and 33 probing and carcass demonstrations with 2,483 attending. 

Work in Henry County, Ill., provides an example of results of demonstrating 
methods of selecting meat-type breeding stock. A 2-day school was held in 1955 
attended by approximately 250 farmers. As a followup to this demonstration 
assistance was given in establishing a county boar testing station and a “probe 
and weigh program” for selecting breeding stock on the farm. As a result of 
these activities, more than 1,100 replacement meat-type gilts were selected by the 
probe-and-weigh method during 1956 in Henry County. In the same county 
during 1957 over 1,400 additional gilts were selected by this method. 


SWINE EVALUATION 


Evaluation stations.—Producers have been assisted in organizing swine im- 
provement associations for the purpose of sponsoring swire evaluation stations. 
Ohio, Iowa, Michigan, Illinois, and Indiana now have stations in operation and 
7 additional States are planning similar projects to begin operation in the near 
future. The program enables swine breeders to submit representative pigs from 
litters for testing feed efficiency, rate of gain, and carcass meatiness and quality. 
The purpose is to find the superior stocks that exist, to recognize them officially, 
and to promote their use. Data secured are effective in helping producers under- 
stand the superior qualities and the economic advantages of meat-type hogs, and 
to adjust their breeding programs accordingly. 

On-farm testing.—Extension has cooperated from the beginning with the pure- 
bred swine record associations in their meat-type litter certification program. 
To supplement this program, the extension services in the major hog-producing 
States are assisting commercial hog producers in onfarm testing and selection. 
It is anticipated that this program will be an effective means of improving the 
meatiness of hogs marketed. In Iowa, county swine improvement associations 
for onfarm testing have been established in 30 counties during the past 2 years. 


MARKET HOG GRADING 


Extension workers are providing instruction in live grading through grading 
schools and live hog and carcass demonstrations in many States. In one State, 
two live-grading training schools were held during the year for salesmen of com- 
mission associations and for order and packer buyers. In some markets assist- 
ance has been provided in establishing facilities for the efficient operation of hog 
grading. 


21494—58—pt. 3——11 
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PRICING 


The Cooperative Extension Service has been working with all segments of the 
hog and pork industry in establishing price differentials which will more effec- 
tively reflect consumer preferences to producers. At some interior markets, 
producers now have an opportunity to sell hogs on a rail or yield-and-grade basis. 

In Ohio, 4 more markets started buying hogs on the basis of grade in 1956, 
making a total of 35 markets that are buying and selling hogs on this basis. 
These markets graded between three hundred seventy-five and four hundred 
thousand head of hogs in 1956, or between 8 and 10 percent of the hogs produced 
in the State. Only hogs weighing between 190 and 220 pounds were graded. 
These markets separate No. 1 hogs from No. 2 and No. 3 hogs. No 1 hogs are 
usually sold for 50 cents per hundred above those graded No. 2 and No. 3. The 
No. 2 and No. 3 hogs are usually sold together at the average quoted market 
price. 


MARKETING THE MEAT-TYPE HOG 


Mr. Wuirren. This committee, as you are aware has been familiar 
with some of the research work and some of the developments we 
have had out at Beltsville in this field. One of the reasons that we, 
largely at the instance of Mr. Marshall, had this section in our report 
last year is that, while we seem to be able to produce the meat-type 
hog, the consumer cannot buy such a hog in the market place. The 
farmer not only gets no premium in the market place, but he actually 
gets less for his superior product. 

I think others have testified to just what I am saying here. 

I grew up in a section of the country where you ate a considerable 
amount of pork, largely cured pork. But you cannot afford to buy 
ham now between here and Mississippi, because at the rate they charge, 
you have about half fat which you cannot use at all. In the Giant 
and Safeway stores you buy a pork roast, but it is about half fat, and 
you would just as soon have it cut off. You cannot buy a piece of lean 
pork in the city of Washington any place that I know of with one 
exception. 

We are glad to have this in the record because it does prove we 
could have the product. But it points up the need to have some way 
of getting that to the American public. 

Mr. Trevocan. Mr. Wells called your attention the other day to the 
action taken by the American Meat Institute in announcing last July 
that they recommended that packers buy all hogs on a merit basis. 
That action by the major trade association of meat packers is very 
significant. To the extent that packers and buyers adopt this meth- 
od, it will go a long way toward fostering the production of meat-type 
hogs in this country, because it will not only identify the good hogs 
at that stage of marketing, but it will provide for premiums being 
transmitted back to the farmer for the better type hog. 

Mr. Wuitrren. I am serious when I say that, except for Public Law 
480 where we are selling the lard and fat in foreign trade for foreign 
currency, I think hog prices would be terrifically low today under 
present conditions because we do not have any domestic use for the 
lard. 


You may proceed. 
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HIGHLIGHTS OF DEPARTMENT'S RESEARCH AND SERVICE WORK ON MEAT- 
TYPE HOG 


Mr. Tretocan. Now if the chairman would permit, I might say 

few words indicating the highlights of the report on service and 
research work on meat-type hogs that has been and is being done in 
the Department. 

Mr. Wuirren. Fine. 

Mr. TRELOGAN. Swine production research work done at or in coop- 
eration with the Agricultural Research Service at the Beltsville Agri- 
cultural Research Center is one of the topics discussed. Two long- 
time breeding experiments with swine are currently underway. One 
experiment, “Selection for High and Low Degrees of Fatness in 
Swine” will determine and illustrate the amount of progress possible 
in developing meat-type strains of swine using the back-fat probe as 
the only selection device. This project will also add to the know ledge 
of the heritability of fatness in swine. The other experiment, entitled 
“Reciprocal Recurrent Selection for Hybrid Vigor in Swine” is a 
study of the practical usefulness of a method of producing a meat- 
type hog while maximizing the amount of hybrid vigor which usually 
results from crossing unrelated strains or breeds of swine. The ad- 
vantage of the method is that the need for developing and maintain- 
ing inbred lines is eliminated. 

Other current projects are discussed, such as one on swine semen 
preservation which may aid greatly in the distribution of meat-type 
genes. Past work at Beltsville and cooperating stations is also dis- 
cussed. For example, eight new breeds of swine are being registered 
from foundation stocks developed by research. 

Laboratories of the Human Nutrition Research Division, the Ani- 
mal Husbandry Research Division, and the Marketing Research Di 
vision have conducted and are continuing studies leading to a better 
understanding of the physical makeup of the hog. The goal of the 
work is to find improved methods of measuring or estimating the 
quality of pork cuts, carcasses, and live hogs. Measurements of live 
hogs are studied to find improved ways of estimating the quality of 
the carcasses and cuts. Measurements of pork carcasses are studied 
to find improved ways of estimating the quality of individual cuts 
without having to break the carcasses, and individual cuts are studied 
to provide data for defining characteristics associated with good eat- 
ing quality. 

The history of the development of our present swine and careass 
grade standards is also discussed. The standards were proposed by 
the Department in 1949, adopted as official in 1952, and revised in 
1955 by permitting a lesser degree of fatness in the top grades. The 
Department’s plans for future work on the improvement of present 
grades and development of grades for animals and products not now 
covered are also outlined. 

A section on consumer preferences for pork summarizes studies 
completed to date and discusses the Department’s plans for further 
studies. 
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The Department’s work in the Farmer Cooperative Service helping 
cooperative marketing associations establish programs for selling 
hogs on a price differential basis is also discussed. 

One section of the report deals with educational work of the Co- 
operative Extension Service on the production and marketing of the 
meat-type hog. The Cooperative Extension Service has been instru- 
mental in obtaining recognition on the part of farmers and others 
of the problem of the decreasing demand for fat-type pork as well 
as in helping establish programs to bring about improvements in 
marketing and in hog production. Extension has provided the lead- 
ership in assisting producers to organize swine evaluation stations 
and on-farm testing and selection of breeding stock of meat type. 

Mr. Wurrren. We are glad to have that statement. 

We have been convinced on this committee after visiting Beltsville 
and listening to testimony that there is no question but what the meat- 
type hog could be m: ade available if we could get our meat industry 
to cooperate and whereby it would be to the advantage of the meat- 
packing industry to deal with it. 

Mr. Marshall? 

Mr. Marsuaty. Dr. Trelogan, I am very pleased that your people 
made the trip up into Canada and have been studying this situation. 

When the subcommittee of this committee met out at Morris and we 
talked over at that time the problem of producing a meat-type hog. 
It was pointed out to us at that meeting very definitely by the country 
agricultural agents that the problem in getting people to produce the 
meat type of hogs would be materially enhanced if the farmer could 
receive proper compensation for so doing. 

I have long been interested in this matter. I have been told that 
the best information on this subject was a very nice bulletin written 
jointly back in 1950 by Dr. Dowell and Dr. Ferrin of our staff at 
University of Minnesota. 

In Mexico City, I observed that by selling his hog on the market as 
a dressed carcass that the Mexican farmer obtains a benefit from 
producing the type of hog the market desires. 

I do not mean to imply that Mexican hogs are a superior quality 
of hog to United States hogs, but I will venture this: that this mat- 
ter of dressing hogs is a kind of a new proposition and that given 
time that they are going to develop a meat-type hog more rapidly 
than we will unless we cet our market situation corrected at once. 

I know that Hormel packing plant at Austin, Minn., pays a premium 
for meat-type hogs. A survey determined that better than 66 per- 
cent of the farmers were h: appy with that type of marketing arrange- 
ment where the premium was given for this meat-type hog. 

Now, I am wondering since we have gotten so nearly on the verge 
of being able to point out some of these things if we ‘had not better 
educate the meatpackers. 

It would seem to me that there ought to be some additional effort 
made by the Department and the Congress itself to try to bring 
about a situation to protect the hog producers in this country, be- 

cause that is exactly what it means. 

Then, I am thinking also in paying this premium, how it is affect- 
ing the profits of our packinghouses, and how it is building the mar- 
ket. Do you have any information on that? 
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Mr. Tretocan. I do not have that answer, but we cannot overlook 
the fact that to get much wider differentials the wholesale and retail 
cuts would need to be boned and defatted to a much greater degree 
as the Canadian experience suggests. This would require higher 
prices for the leaner cuts—our packers would probably charge that 
to the consumer. At present we need to know much more about the 
quality attributes of pork—other than fat—that affect its demand and 
consumption. This is needed to ascertain the premium consumers are 
willing to pay for pork cuts of different qualities. 

Mr. Wuirrten. There is one thing in that connection. We think 
the extension service has done a good job, and we are very thankful 
that they have done as good a job as they have in educating 
the people. The growing interest in this problem prompts me to say 
it strikes me that we need to educate the meat trade along with that 
so that the farmer will get some premium for it. 

It is one thing to know that you ought to have a good lean-meat 
type of hog, but when you take it to the marketplace and the farmer 
finds that he does not get a premium, but instead gets less for it, it 
offsets the farmer’s efforts and the efforts of the extension service 
too. So we must pass laws, if necessary, to get better cooperation from 
the meat industry. 

Mr. Tretocan. That is why we think the step taken by the Ameri- 
can Meat. Institute is so significant. It will provide a much better 
basis for educational programs to be carried out to the farmers. 


PRESENT PRODUCTION OF MEAT-TYPE HOG 

Mr. Wuirren. Mr. Vursell ? 

Mr. Vurseti. Yes. When you first began discussing this, I won- 
dered if one of the drawbacks might be are we sufficiently progressed 
far enough in numbers and interest of the farmers to grow a sufficient 
number of hogs to go to the trouble of offering an incentive through 
grading or something ? 

Are they pretty well started on this thing if they could get a better 
price for their product ? 

Mr. Tretogan. In several respects we are well started. We are 
confident that we have superior strains of hogs that can be adapted to 
the production of meat-type hogs, if the financial incentive is provided 
to do so. 

One of the arguments that I have heard over the years is that there 
aren't sufficient numbers of these hogs produced to warrant the packers 
and the distributors setting up separate classifications and prices and 
grades for segregating the ‘distribution of their products in the whole- 
sale and retail channels. This is a factor we don’t know enough about. 
More information on the grade of our barrows and gilts throughout 
the country is needed to judge whether the argument is valid. To 
obtain this information would require a sizable survey. 

Actually we know that we can produce the meat-type hog. We 
know that many farmers are willing to do so as soon as they are con- 
vineed that it is going to pay them to do it. 

Mr. Vursetx. Really, I think it is almost imperative that we do try 
to progress in this direction 

Mr. Trevocan. Yes. 
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Mr. Vurseit (continuing). Because we cannot always maybe find 
enough of a market for the lard element to make the hog production 
as profitable as we used to make it for the average of people engaged 
in agriculture. 

Mr. Treiocan. That is right. 

Mr. Voursett. What do you think as to whether we have progressed 
to the point as to what would be the practical and rapid development 
of an incentive ? 

Mr. TreLocan. We are certainly in agreement that the price for lard 
and the demand for lard is such that it is not good economy to con- 
tinue to produce it in the volume that we have. Now the way to get 
this changed is to change the marketing practices. 

Mr. Vurseti. How can we do that ? 

Mr. TreLocan. One way is to try to get the packers and distributors 
to do a better job of defatting the products that they sell so that they 
are more attractive to consumers. Because of the price relation- 
ships between the lean and the fat pork, distributors would have to 
get higher prices for the lean cuts. If they do that and reflect the 
higher prices for the higher lean values back to the farmers, the farm- 
ers will produce the leaner hogs. 

Mr. Vursert. Could that be done without a subsidy on the part 
of the Government ? 

Mr. Trenocan. It was the view of the party studying this matter 
that it could be done without a subsidy in this country, provided 
the packers pay appropriate differentials. 

Mr. Vursety. I am glad to hear you say that because there are a 
good many people that probably we should not expand our sub- 
sidies, especially in the direction of the farmer. 

I presume that if you added all the subsidies and incentive money 
together that we give agriculture or the farmer, it would be a rather 
neat sum—well, maybe not too neat. It might be a very huge sum. 

I am glad to know our chairman is interested in this thing and 
that Mr. Marshall is. I know that I am, and I have a notion that if 
you could get the packer to assist in the defatting, so to speak, until 
we get all of that defatting mostly done on the farm, or most of 
it—if you would, however, get it done I believe the public will 
buy an article, if it is a superior article. 

Our people are prone to buy the better things, and I think that is 
probably well known. On the other hand, if we entered into any 
sort of a subsidy with pork, we would probably run into great op- 
position with the cattle growers; would we not? 

Mr. Tretocan. I suspect so. 

Mr. Versetx. Mr. Chairman, I believe that is as far as I want to ex- 
plore this matter with the limited knowledge I have on this subject 
at this time. 

Mr. Wuirren. That is all, then, Mr. Trelogan. We wish to thank 
you. 

REPORT ON RESEARCH 


Mr. Wetus. Mr. Chairman, I would like permission for Mr. Tre- 
logan to file a statement on our marketing research work. 
Mr. Wuirrten. We will be glad to have this statement. 
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REPORT ON MARKETING RESEARCH MANAGEMENT 


In response to suggestions developed in our discussions with this committee a 
year ago, we have assembled some data and information indicative of the comple- 
tion of research and the initiation of new work. The first indication is taken 
from analyses of project turnover. 

At the end of 1957, the Marketing Research Division had 505 active line proj- 
ects, of which 112 were new projects initiated during the preceding calendar year. 
Sixty-five projects were completed during the year, making room for new work 
that could be initiated without increases in the appropriations, as is the case 
this fiscal year. The net increase in number of projects during the calendar 
year reflects the increase in appropriations received in the fiscal year ending 
June 30, 1957, and also the continuing effort that has been exercised to break 
down projects into distinct segments of research that can be brought to termi- 
nation within a reasonable time. 

During the past calender year, 37 additional projects were revised to provide 
for substantial changes in emphases or approaches taken to accomplish research 
objectives. These changes were largely in response to recommendations of ad- 
visory committees made after the progress of the work was reviewed with them. 

Turnover in projects does not give a full picture of work completed because 
within a given project significant phases may be done before the research can be 
directed to subsequent steps required to obtain comprehensive answers to prob- 
lems which the projects attack. Completion of significant advances of this sort 
is more adequately reflected in the number and types of publications issued. Of 
the 410 publications emanating from our research over the past year, 214 repre- 
sent reports of projects that were completed entirely or in substantial part: that 
is, completed to a sufficient degree to warrant the issuance of a separate publica- 
tion representing the results of a cohesive phase of research. 

Plans for the coming year call for the completion of sufficient research to re- 
lease around 20 percent of our base funds for undertaking new work. Examovles 
of research recently finished and new research we expect to undertake with funds 
from the proposed budget will be briefly indicated for each of the program items 
appearing in the budget. 


MARKET DEVELOPMENT RESEARCH 


Three sizable projects seeking information on markets for natural fibers were 
completed and resulting publications issued in final form. One on fabrics and 
fibers for passenger automobiles appeared last April. This study showed that 
between 1950 and 1955 the use of cotton increased somewhat (by 25,000 bales), 
but it slipped from 62 to 55 percent of the total poundage of fabrics used in pas- 
senger cars. Wool, on the other hand, lost out substantially over this period, 
declining from 33 million pounds to less than 2 million pounds, or from 10 percent 
of the fiber used to less than 1 percent. Unless discernible trends and attitudes 
are altered, the prospects are for only slight improvement in cotton usage and no 
recovery in wool use in the automobile market. The report presents a thorough 
analysis of the factors contributing to this situation. 

A renort on women’s attitudes toward wool and other fibers indicated wool 
the predominant fiber among women’s fall, winter, and spring suits and separate 
skirts, with orlon offering effective competition in both women’s and girls’ sweat- 
ers—actually outdistancing wool in the previous year’s purchases. Washability 
was far more important to women in sweaters and skirts than in suits, and the 
study indicated that premothproofing was a very desirable attribute for woolens 
in this comnetitive market. It also revealed that women liked to have wool 
garments labeled and find such information useful. 

The third textile study was conducted among teen-age girls and their mothers 
with respect to cotton. In addition to appraisals of natural and comnetitive 
fibers and the extent of use of various fibers in the girls’ wardrobes, it obtained 
information on characteristics girls and mothers seek in clothing and fibers. 
Also on the shopping factors on which girls exercise the greatest antonomy as 
compared with those on which mothers’ influence predominates. Such infor- 
mation makes possible more accurate pinpointing of nromotion: bv directing 
appeals besed on practical auestions such as wear, lannderability, and price more 
to the mothers, and directing those on style and color more to the girls as a 
means of widening young girls’ use of natural fibers. 
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Research on potential markets for new agricultural products to guide the 
Department’s experimental laboratories in evaluating their work on the devel- 
opment of new food products, included two completed reports—one on potato 
flakes. This study showed that the product possessed considerable appeal to 
consumers and as a result of these findings, sevéral firms have announced their 
decisions to set up processing plant. The other on dehydrofrozen peas Was a sur- 
vey conducted among restaurants. It indicated that this product would likely 
meet with favorable reception by restaurant operators. The majority of those 
surveyed expressed the opinion that dehydrofrozen peas surpassed other forms of 
peas in maintenance of freshness, flavor, and good appearance on a steam table. 
They also found other advantages such as savings in refrigerator space and ex- 
pressed views on size of packages and prices that would be appropriate in get- 
ting the product widely accepted. ; 

An example of another type of market development study completed during 
the year presents the results of a promotional campaign for lamb. It indicated 
that promotional campaigns can increase frequency of use of lamb among some 
users but it also indicated the need for better coordination of the efforts of 
producers, distributors, and promotion directors to assure the availability of 
adequate supplies in markets where promotional campaigns are being conducted. 

With funds released from projects such as these that have been completed, 
research has been started on market testing of new and improved dairy prod- 
ucts including cultured sour cream and concentrated milk products; direct 
consumption ion-exchange sugar; and fats and oils in plasticizers and in lubri- 
eants. With funds that will become available from work being completed dur 
ing the year we expect to expand these projects that are being started and to 
initiate new studies of fiber preferences in children’s clothing, and homemakers’ 
use of and opinions about eggs—a product that is evidently experiencing declin- 
ing per capita consumption. 


MARKET ORGANIZATION AND COSTS RESEARCH 


The second area of work listed in our budget, includes the research on market 
spreads that Dr. DeLoach has already discussed. Examples of other types of 
projects that have been completed this year may be of interest. 

A study of wholesale meat distribution in the San Francisco Bay area shows 
how a different pattern of assembling and distributing meat has developed in 
this market where the rapid influx of population has required substantial adjust- 
ments. More direct movement of slaughter livestock from ranches and feedlots 
to slaughtering and packing plants is evident. The pattern is not uniform among 
species inasmuch as most of the pork is shipped in from the Midwest. Increases 
in number and volume of specialized independent wholesale handlers and dis- 
tributors and the increasing importance of retail food stores in sales of fresh 
meat are having a profound effect upon the structure and competitive relation- 
ships in the market. 

Three studies of pricing eggs in different parts of the country were published. 
The reports covering New York City, Chicago, St. Louis, and Los Angeles reveal 
distinctly different methods for assembling and distributing eggs predominating 
in these areas. Accordingly, the costs incurred and the means for arriving at 
prices are also distinctly different. The west coast market shows much lower 
price spreads between the farmer and the retailer. 

A study of how bulk assembly changes milk-marketing costs indicates the 
widespread influence this revolutionary change in milk marketing is having on 
milk quality, plant operations, milk hauling, sizes and numbers of farms, and 
competitive procurement practices, all of which have an important bearing on 
milk-marketing costs. 

A similar type of study of the effect of processed binders for cigars on the mar- 
ket for binder-type tobacco was also completed. The shift from natural leaf to 
binders made of ground tobacco processed into sheets will affect the prices re- 
eeived by growers, the kinds of tobacco they grow, and the way cured tobacco 
is handled. Somewhat less money is likely to go to growers, but there is also an 
opportunity for growers to incur less costs. 

Results of our examination of the potentials of the St. Lawrence seaway for 
marketing United States farm products were reported in July. In the short run 
it seems unwarranted to anticipate radical changes in our marketing channels 
because of the projected improvements in the seaway. Limitations in the volume 
that can be handled are likely to delay realization of the potentially lower cost 
transportation that may be available over a longer period. 





1357 


In addition to the new work Dr. DeLoach indicated*we propose to do in this 
program, we also hope to initiate price-quality and demand studies for fibers, 
meat, and poultry products. These economic studies will effectively supplement 


the added emphasis we will be giving to quality analyses in our biological re- 
search in the coming year. 


PRODUCT QUALITY RESEARCH 


Turning now to our research on improving and evaluating product quality, 
the next part listed in the budget for marketing research, attention is directed 
to a few examples of work done during the year. Another of a series of studies 
on the temperature requirements for shipping tomatoes and the ways to attain 
them was reported. This study was on rail shipments from the lower Rio Grande 
Valley. Like preceding studies in other areas, it shows clearly how to ship 
better quality tomatoes, with less waste and damage, and with less refrigeration 
costs. The results of these technical studies have been translated into simple 
instructions that can be easily understood and be posted in appropriate places 
for handlers to use. This work is radically changing old established methods 
for handling tomatoes and saving literally millions of dollars for growers, 
handlers, and consumers. 

In a comparable way a vast amount of research information gained over a 
period of years on how to maintain quality of produce in retail stores was drawn 
together in simplified form in a handbook issued last March. 


This has been a 
best seller among retail-store personnel. 


Just off the press is still another ex- 
ample of a compilation of research information for ready use by marketing 
agencies. This one is on insect control in flour mills. It brings together specific 
procedures for the industry to use in attaining and exceeding the standards of 
cleanliness required by food and drug regulations. 

Progress in obtaining higher quality products is heavily dependent upon de- 
vising effective means for measuring quality with objective methods. Two 
recent publications indicate significant advances in devising technical procedures 
for achieving meaningful measurements with respect to cotton and cottonseed. 
The development of practical instruments incorporating the principles outlined 
in these publications so that they will be adopted by industry will go a long way 
toward helping growers and handlers to identify and supply the qualities of 
products wanted by buyers. 

During the coming year we hope to give greater emphasis to this type of 
research which competition from standardized manufactured products is making 
more important. With funds available from completed work we expect to 
expand research on cotton-fiber properties and quality, on quality evaluation 
of meat and on measuring citrus maturity. We also look forward to initiating 
research on poultry inspection and sanitation, on methods and devices for sort- 
ing out potatoes with imternal defects, and on development of an instrument for 
measurement of density, moisture, and consistency in fruit and vegetable prod- 
ucts such as crushed sweet corn, apricots, and catsup. Greater dependability of 
quality of these products is essential to acquiring greater use and sales. 

New research will be started also on refrigeration of fruits and vegetables 
after arrival at terminal markets, on causes and prevention of deterioration 
of shelled nuts during marketing, and on preventing quality losses in meat and 
poultry. Additional new work will be started on preventing insect infestation 
of dried milk in commercial containers, on new insecticides for control of 
cigarette beetles in tobacco warehouses, and for control of Indian meal moths 
in peanuts. 

TRANSPORTATION AND FACILITIES RESEARCH 


The fourth part of marketing research, listed in the budget, has likewise 
established an excellent record of accomplishment in the past year. A hand- 
book on protecting perishable foods during transportation by truck, like the 
one on retail handling, has proved to be a best seller. Since it appeared in 
December a year ago, it has been reprinted 3 times with the Government Print- 
ing Office selling some 10,000 copies. It brings together for truckers the results 
of research conducted over several years for a whole series of food products 

Based on research started in 1954, a report on aeration of grain in commercial 
storages appeared last September. This, too, is in very strong demand because 
the methods are being rapidly adopted by industry. Over 150 firms have 
sought assistance from our staff thus far in designing aeration for their storages. 
At least three firms have been started to provide this assistance on a fee basis. 
At their 1956 annual meeting, the Grain Flevator Superintendents Association 
predicted that within 5 years 90 percent of the commercial-grain storages will 
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be equipped in whole or in part with mechanical aeration systems. The savings 
in more efficient use of elevator space and facilities will extend into millions 
not counting gains in grain quality. 
sased upon work reported to you in past years on wholesale food market fa- 
cilities a somewhat comparable bulletin-on types of ownership and methods of 
financing was issued in April. Another example of a highly practical report is 
one on methods and facilities for livestock auction markets in the Southeast. 
A trade association executive for these markets tells us that in the little over 
a year since this appeared he has found it being use in auctions throughout 
the country. 
New transportation and facilities work to be undertaken in the coming year 
includes : 
1. Developing improved equipment and processing line operations to re- 
duce labor costs and facilitate poultry inspection in processing plants; 
2. Planning new egg assembly and poultry processing facilities in new 
localities ; 
3. Studying potentialities of motortruck transportation of fruits and vege- 
tables from California and Arizona; 
4. Development and evaluation of improved shipping containers for fresh 
citrus fruit ; 
5. Development of work measurement standards in food stores; and 
6. Studying methods of financing expansion of independent food retailers. 
We are pleased to have the opportunity this year to devote some time to review- 
ing with you progress and plans for work being done with base funds. We wish 
that time could be afforded for a more complete review which would be mutually 
beneficial. In hearings where appropriation increases are requested, the testi- 
mony tends to be confined to explanations of the additional research being pro- 
posed. This, however, gives the same impression as an iceberg because atten- 
tion is focused on that portion of the whole that projects above the surface. The 
underlying part is by far the most substantial and merits more attention because 
it provides the foundation on which an expanding program of research is built. 
A more complete review would provide assurance that a solid underpinning for 
marketing research has been established. 


PAyMENts TO States, TERRITORIES, AND POSSESSIONS 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: Payments for marketing service work 
(sec. 204 (b) of the Agricultural Marketing Act of 1946) (total 
obligations) $1, 160, 000 $1, 160, 000 


of 


), UOO 


Financing: Appropriation (new obligational authority) 1, 160, 000 1, 160, 000 1, 160, 000 


Object classification 


1957 actual | 1958 estimate | 1959 estimate 


11 Grants, subsidies, and contributions $1, 160, 000 $1, 160, 000 $1, 160, 000 
| 


Mr. Wuirren. We come now to payments to States, Territories, 
and possessions. At this point I should like to have inserted in the 


record pages 49 through 53 of the justification. 
(The above-mentioned document follows:) 


Payments to States, Territories, and possessions 


Appropriation Act, 1958, and base for 1959 $1, 160, 000 
Budget estimate, 1959____- + 2 eee 1, 160, 000 
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Project statement 








Project 1957 1958, 1959, 
estimated estimated 
gt mearSit ss a ee tint NR i et ee a ER ae 
Payments for marketing service work under sec. 204 (b) of | 
the Agricultural Marketing Act of 1946_..........__________- $1, 160, 000 | $1, 160, 000 | $1, 160, 000 





STATUS OF PROGRAM 
Current activities 

By getting practical application of improved marketing practices through work 
by State departments of agriculture and similar State agencies, this program 
aids in maintaining quality, expanding outlets for farm products, and reducing 
deterioration and spoilage by improving efficiency in handling and preparation 
for market. The program also aids in the movement of seasonal surpluses to 
their best market, in the reduction of marketing costs, and helps to increase 
returns to farmers from the marketing of their products. 

The Federal payments, authorized by section 204 (b) of the Agricultural 
Marketing Act of 1946, are made under cooperative agreements between the 
United States Department of Agriculture and State departments of agriculture, 
bureaus of markets, and similar State agencies for the conduct of eligible mar- 
keting-service activities on a matched-fund basis. The States contribute at least 
half of the cost and perform the work with State personnel. 

The amount of the Federal payment to the State is not governed by formula. 
Payments are based upon an evaluation of the relative urgency of the marketing- 
service problem confronting the State, the probable effectiveness of the proposed 
plans for solving or alleviating the problems, the ability of the State to carry 
out the program proposed, and the availability of matching funds. 

Forty-two States conducted 122 separate State projects under this activity 
during fiscal year 1957. As in most recent years, emphasis in these projects has 
been placed on improving or maintaining product quality and expanding market 
outlets for agricultural products. 

Selected examples of recent progress 

1. Methods for certifying virus-free nursery stock developed in Michigan.— 
Activities under this project during the year included the distribution of 135,000 
Montmorency and 35,000 sweet cherry virus-free buds to nurserymen to provide 
a source of better quality and high-yielding fruit trees for producers in Michigan 
and other States. Work is underway to make available virus-free nursery stock 
for other varieties of cherries. During the year, 1,200,000 peach trees were ex- 
amined for virus contamination, to eliminate infected trees in the vicinity of 
nursery orchards. These control measures are necessary to prevent the introduc- 
tion of diseases into peach nurseries via budwood. Last spring, work was 
initiated on the virus-free certification of strawberry plants, which resulted in 
the distribution of 38,000 virus-free cuttings of Robinson, Marshall, and Catskill 
varieties to 6 Michigan growers who agreed to comply with the requirements 
of certification. Michigan nurserymen supply most of the strawberry plants for 
the State and about 75 percent of the requirements in other areas within a 
600-mile radius. Ultimately, a self-supporting certification system is planned. 

2. Louisiana made progress toward overcoming strawberry transportation 
problems.—Such transportation problems as slow service to eastern markets, 
erratic placement of cars, lack of timely information concerning the car supply 
and the location of cars en route for market and poor equipment have been ad- 
versely affecting the marketing of the Louisiana strawberry crop. In order to 
improve this situation, the Louisiana Department of Agriculture and Immigra- 
tion worked with officials of the interested railroads and shipping concerns. As 
a result, the movement of the 1957 crop was facilitated. For example, the rail- 
roads and the Railway Express Agency furnished modern cars during the entire 
strawberry shipping season and assigned special agricultural agents to the straw- 
berry district during the marketing period to assist in overcoming transportation 
bottlenecks and to otherwise improve the service. 
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3. Grain-handling efficiency improved in Indiana.—Assistance provided by 
State marketing specialists to grain-elevator operators during the year resulted 
in many improvements which contributed to operating efficiency. For example, 
assistance in modifying the construction plans of an elevator during the build- 
ing process enabled the operator to increase the efficiency of grain handling by 
30 percent. Another elevator adopted a simplified weight-recording system 
which reduced the time required for the weighing operation by about one-third. 
Several elevator operators were given assistance in designing new storage facil- 
ities to increase volume and reduce per-unit costs. 

4. Milk quality improved in Mississippi—The Mississippi Department of Ag- 
riculture again cooperated with the Extension Service and Mississippi State 
College in a program to improve the quality of fluid milk used in manufactur- 
ing dairy products. During the year, about 600 producers delivering milk of 
poor quality to 2 fluid-milk plants and 4 manufacturing plants were visited and 
given advice and assistance in adopting milk-handling procedures and in in- 
stalling equipment required to maintain quality. In this work, 541 milk sam- 
ples obtained from producers and processing plants were analyzed to determine 
eauses of poor quality or objectionable flavors in milk. Under this program, 
improvement was made in the quality of over 400 million pounds of milk, which 
is approximately half of the State’s annual milk production. 

5. Fiber-testing project improves outlets for North Carolina cotton.—The pur- 
pose of this project is to provide cotton merchants and mills, both foreign and 
domestic, with information about the quality of cotton available in different 
areas of the State in order to improve outlets for this commodity. Samples 
were obtained each week from 27 selected ginning and marketing points, the 
samples analyzed, and the test results released on alternate Fridays to mer- 
chants, mills, and shippers interested in southeastern growths. 

6. Florida tomato industry provided with information to guide marketing 
operations.—The growing importance of the tomato crop in Florida (which had 
an f. o. b. value of production for fresh market of $53 million in the 1955-56 
season) has created the need for reports on the anticipated volume to be mar- 
keted during specific periods of time. Based on information obtained by con- 
tact with organizations or individual growers, reports were issued showing 
weekly plantings for the principal areas throughout the 1956-57 tomato-mar- 
keting season. These reports provided the information required by the Florida 
Tomato Committee for planning an effective marketing program. 

7. Seed quality improved in Alabama.—To stimulate interest in better seed 
processing and to determine what particular processing operations need im- 
provement, seed speciailsts conducted a plant-by-plant examination of equip- 
ment, facilities, and methods. After evaluating the operations of each plant, 
the specialists advised the operator of their findings and made recommen- 
dations for improvements. Operators were then assisted in carrying out the 
recommendations. 
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Distribution of payments 
The allotments, by States, for 1957 and 1958 are shown in the following table: 


Allotments by States 














Actual, fiscal| Estimated, || | Actual, fiscal| Estimated, 
State year 1957 | fiscal year || State | year 1957 fiscal year 
| 1958 1958 
Alabama. .--- $30, 628 | $20,601 || North Carolina_.____-| $70, 814 $70, 814 
Arkansas 3, 936 7,139 || North Dakota----.--- 33, 000 25, 600 
California... - ; 100, 000 100, 000 || Ohio. . 11, 064 
Florida : 50, 800 43, 000 \| Oklahoma. | 23, 000 
Georgia....- 52, 127 42, 127 i Oregon... 29, 845 
Lilinois-. - .- 23, 714 26, 507 || Pennsylvania..- ----.. 16, 561 
Indiana. .-.. 51, 138 45,900 || South Carolina--. 6, 140 
Iowa. 10, 000 10,000 |} South Dakota- 6, 912 
Kansas. : 53, 980 48, 000 ‘Tennessee _ - 17, 407 
Kentucky. . 29, 227 31, 258 Texas_-- 21, 781 
Louisiana. 47, 25 66, 054 || Vermont. _- 4, 500 | 
Maine 55, ! 500 55, 500 || Virginia-- < 47,000 | 
Maryland. : 18, 997 17,300 |} Washington 9, 346 "| 
Massachusetts 2, 793 8,000 || West Virginia 32, 000 | 
Michigan 4 26, 147 19, 609 Wisconsin ---- 68, 244 
Minnesota_.. 20, 216 35, 852 || Wyoming. -- : 9, 341 | 
Mississippi 4 58, 306 53,000 || Alaska. _- 6, 822 
Missouri - - - - 17, 694 27, 221 Hawaii ‘ 3, 750 
Montana 8, 000 12, 500 Puerto Rico 10, 000 
Nebraska 0 2, 500 — 
New Jersey 8, 308 35, 918 Total ; 1, 160, 000 | 1, 160, 000 
New York... 43, 712 54, 000 


Mr. Wuirren. Mr. Wells, did you have any general statement on 
this subject ? 

Mr. Wetts. No, sir; but Mr. Crow is prepared to talk on this subject. 

Mr. Wuirren. Mr. Crow, we would like for you to talk to us about 
the highlights of your developments. I notice that your appropria- 
tion request is the same as you had for the present year. So if you 
will just discuss the highlights of the year’s activity, we will be glad 
to have it. 

Mr. Crow. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 

HIGHLIGHTS OF PROGRAM 


I thought that this year it might be more interesting to you to get 
some highlights of the marketing service program that is being de- 
veloped over the years in the States rather than to talk about indi- 
vidual commodities and individual States. 

Mr. Wuirren. We always listen to you with pleasure, and, we trust 
with profit. 

Mr. Crow. Thank you, Mr. Chairman. 

I will discuss only a few highlights of our year’s activities, then, if 
that is —— 


Mr. Wuirren. Yes. 
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Mr. Crow. The Agricultural Marketing Act of 1946, in addition to 
authorizing research to find ways of improving marketing, authorizes 
service work among marketing firms and agencies to put these research 
results to use, to get the best known marketing practices adopted, and 
to collect and disseminate needed marketing information. 

The act directs that this marketing service work in the States be 
done by State departments of agriculture, and it authorizes the use of 
Federal funds to pay half the cost of such projects as are approved by 
the United States Department of Agriculture. 

During the past few years marketing problems have increased in 
complexity and number. Production patterns in many States have 
changed. The problem of finding outlets for surpluses has grown. 
Marketing techniques have changed, and farmers and marketing agen- 
cies must adjust their practices accordingly. Marketing costs are 
rising, and improvements in efficiency must be adopted to hold them 
down. 

To a greater extent than heretofore achieved, the marketing service 
people in State departments of agriculture are trying to handle these 
problems at the State level. This increased effort by the States to 
solve their marketing problems was sparked by the Agricultural 
Marketing Act and the use of Federal funds to pay a portion of the 
cost of worthwhile endeavors. 

Forty-three States and Territories are now participating in this 
srogram through 125 approved projects. While no State is yet con- 
Dect a well-rounded program in marketing, collectively the States 
participating in this service program are dealing with most types 


of marketing problems. 


HELPING. TO BRING ABOUT PRODUCTION ADJUSTMENTS 


They start by determining in advance the expected production of 
a product so that marketing plans can be made accordingly. By ob- 
jective forecasting of production of cling peaches in California, the 
Cling Peach Advisory Board may deal with an nal surplus by 
removing immature fruit prior to harvest and by planning diversion 
to canneries. Through weekly collection and dissemination of figures 
on tomato plantings in Florida, production can be adjusted to market 
demands. Reports on sow farrowings, tree counts, and similar proj- 
ects are of great assistance in anticipating, and solving marketing 
problems. 

Four States are developing ways of certifying virus-free nursery 
stock, so that the growers’ time and money will not be used in putting 
out virus-infected trees. Several States have ascertained from dis- 
tributors the variety and package type preferred, and advised grow- 
ers accordingly. Through such means as these, this marketing serv- 
ice program is helping bring adjustments in production. 


HELPING TO DETERMINE WHEN PRODUCTS SHOULD BE MARKETED 


Next the program is helping determine when products should be 
harvested by developing maturity tests for fruits, melons, and other 
products. By service work in the producing areas, proper grading 
and packing methods are demonstrated. Assistance is given in plan- 
ning, equipping, and operating packing sheds, egg assembly plants, 
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grain elevators, poultry processing plants, livestock auctions, milk 
plants, : and other facilities in areas of production. 
To enable growers to get the best price for their products, many 


States under this program have developed country-point market news 
services, which have brought local prices for eggs, friuts, vegetables, 
alfalfa, hogs, broilers, and grain in line with prices in other local 
markets, and with the terminal market prices. 

By finding and encouraging the construction of storage facilities, 
growers have been able to hold their products off a glutted, price- 
dey oressed market. By making available to buyers pire A on 
pectin content of wheat, and fibers tests of cotton, by growing areas, 


these buyers have been induced to pay higher prices for the quality 
they need. 


FINDING MARKETS FOR FARM PRODUCTS 


Many States have found buyers for products in surplus production. 
Large quantities of peaches, apples, watermelons and other fruits and 
vegetables have been moved, by providing buyers from wide areas 
with advance information concerning the availability of these prod- 
ucts. The States have originated, and cooperated w ith other agencies 
in putting on special promotional campaigns for milk, cheese, pork, 
potatoes, and other commodities. When a State has had a chronic 
problem with finding markets for a product, its marketing specialists 
have visited the markets, ascertained what was wrong, and taken 
corrective action. In some such cases the wrong variety was being 
produced. In others, the package type was wrong or the product 
was arriving in poor condition—immature or damaged by bruising. 
In still others, it has been determined that some promotional effort was 
needed. 

Several States are organizing special livestock sales where products 
are brought together and sold on a graded basis to buyers brought in 
from a wide area. Egg-buying stations purchasing on a graded basis 
have been set up. Wool pools have been established. Assistance has 
been given in consolidating small milk plants. ‘Tobacco growers have 
been shown how to a their product to get the best price. Fruit and 
vegetable growers who have been offered low prices for their loads at 
markets have been shown how to throw out the lower quality and 
repack the remainder, and as a result have taken their product back to 
the same market and obtained a much higher ae. 


have been helped to organize themselves to be a 
outlets. 


Small growers 
ble to find satisfactory 


REDUCING DETERIORATION AND SPOTLAGE 


Very significant results have come from marketing service projects 
to reduce deterioration and spoilage in marketing channels. Several 
States—Vermont, Mississippi, Wisconsin, Minnesota, and North 
Dakota—have obtained samples of milk, butter, cheese and other 
dairy products at various places in the distributive channel, checked 
the quality of such samples, determined the cause of off-quality. and 
have shown the person responsible for the condition what to do to 
correct it. Samples of cotton picked up for classing have been checked 
for gin damage, and the operators of the gins responsible shown what 
changes in equipment or methods should be made to stop the damage. 
Eggs and poultry picked up in marketing channels have led marketing 
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specialists to the causes of poor handling and poor quality. New egg 
laws have resulted and producers and handlers have been shown how 
to grade and handle their product. Considerable success has been 
achieved in some States in reducing rodent contamination of grain 
and reducing damage from excess moisture and poor storage facilities. 
The quality of seed produced in three States is being improved by 
correcting deficiencies in processing and storage. 


SOLVING TRANSPORTATION AND HANDLING PROBLEMS 


A few States are helping solve transportation problems by working 
with carriers to get an adequate supply of good transportation equip- 
ment at harvesttime. Shippers and haulers have been shown how to 
load products to minimize breakage and bruising. Three States have 
entered cases to hold down increases in freight rates. 


OTHER ACTIVITIES TO FACILITATE MARKETING 


Extensive work has been done by some States with retailers show- 
ing them how to display and handle certain commodities to increase 
sales. One State, Maine, has significantly increased sales of broilers 
by helping with a campaign to encourage chicken barbecues by or- 
ganizations, backyard barbecues, and even put barbecues on television. 

When marketing techniques change, the States are helping with the 
adjustments. They are helping encourage and install potato washers 
and vacuum coolers. They are helping with the problems of bulk- 
hauling of milk. They are assisting poultry processors in meeting 
the requirements of Federal inspection. They have helped get meat- 
packing plants and canneries into areas without satisfactory outlets. 

I hope these examples will give you a good idea of the kind of mar- 
keting service program we are trying to develop in the States. Once 
a year 135 of the State workers are attending a 3-day school to 
learn how to do their job better. In many States industry is throwing 
resources into the work. Each of the 13 advisory committees that re- 
viewed this program commended it and recommended its expansion. 
The States have not only improved their competence in the market- 
ing field and the variety of work they are equipped to do; they have 
also received favorable reactions from their legislatures. State funds 


available for matching this year far exceeded the available Federal 
funds. 


JOINT ACTION WITH INDUSTRY IN PLANNING PROGRAM 

Tn order to get the best results from all funds available, many States 
are following the practice of having representatives of the experi- 
ment station, the.extension service, and the State department of Ag- 
riculture work with industry groups in determining the marketing 
problems most in need of attention. These State agencies then out- 
line a joint program of attack on the problem, following which the 
experiment station does the necessary research, the extension service 
the educational work, and the State departments the service work. 

With this joint approach and the assistance that. can be supplied by 
the United States Department of Agriculture, much effective work 
can be done in marketing. While each State is much more proficient 
in some types of work than in others and some States are far better 
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equipped than others, this program is making definite progress to- 
ward achieving the objectives intended in the Agricultural Market- 
ing Act. 


If there are any questions, I shall be glad to try to answer them, 
Mr. Chairman. 


COORDINATING PROGRAM WITH THE STATES 


Mr. Wurrren. How do you go about trying to prevent duplication 
between the States? As Iunderstand it, all the projects are approved 
here in Washington. 

Mr. Crow. That iscorrect. We have less of a problem in marketing 
service than we might have in the research field because of the nature 
of marketing service work; being, namely, to get the marketing 
agencies to adopt improved practices. Where the same problem exists 
in two States, the same type of service work might be needed in each 
to bring about the necessary changes. We do attempt to arrange for 
two or more States to work together on common problems of an area, 
and arrange for States with mutual interests to get together and 
exchange views on what they are doing, how they are doing it, and 
on comparing their results. 

On several occasions two or more States have jointly planned and 
conducted work on a problem of mutual interest. 


METHODS USED IN ADMINISTERING PROGRAM 


Mr. Wurrren. How big a section do you have, Mr. Crow? How 
many folks do you have? 

Mr. Crow. I devote about one-fourth of my time to the administra- 
tion of this program, and we have 4 people (including 1 secretary) 
who devote full time to it. 

Mr. Wuirren. Do you provide anybody in the States to work with 
them, or is it just somebody going out from Washington ? 

Mr. Crow. It is somebody going out of Washington. 

The three full time profession: al people review ‘the projects and the 
work plans that are submitted each year as a basis for making the 
allotments, recommend for the administrator’s approval allotments of 
funds, review the results of the work in the States, and perform other 
administrative duties. 

After the administrative activities are taken care of such time as 
remains is used in the States. There we see the work that is being 
done, talk with the people affected, see what the results are, and give 
suggestions for improving the program. 

Last year with the resources we had we were able to get into only 
19 States. In addition, we sent the States research reports that they 
could use in the work that they were doing. 

We also prepared and issued during the year a guide to the pro- 
cedures being followed in this program, incorporating in it the an- 
swers to the questions that the people in the States most frequently 
ask, and setting forth the requirements that must be met for Federal 
participation. 

Each year we prepare an annual report of the work done in each 
State, by projects, and send it to every State, so that each State will 
know what every other State is doing. This report is really the high- 
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lights of the work, the material in it being extracted from much more 
detailed reports sent us by each State. 

In addition to that, we help to plan the program for a 3-day inten- 
Sive school each year where the State people learn how to carry on 
the work better than they have been doing it in the past, and we 
publish the proceedings of this school, which contains the recommen- 
dations as well as the speeches that were made. 

Our staff also presents the work before the advisory committees, 
and with the administrative funds available as many audits as could 
be made were made of the expenditures to be sure that none of the 
money was expended on anything other than approved projects. 


Mr. Warrren. Mr. Marshall, do you have any questions? 


PROGRESS ON PHILADELPHIA MARKET CONSTRUCTION 


Mr. MarsHaty. Do you have any idea when the Philadelphia 
terminal market construction might be complete ? 

Mr. Crow. The plans developed for Philadelphia, were made so 
the buildings will be constructed over a period of years with the 
first buildings ready for occupancy in about a year and a half. The 
plans include the facilities needed now and provide room for expan- 
Sion to meet the growing needs of the city. You are interested in 
knowing when some of the buildings will be completed and in oper- 
ation, are you not? 

Mr. MarsHau. I got interested in this because I made a trip up 
there and saw those antiquated facilities which were terrible. 

When this gets into operation I am interested in going up there 
and seeing it. 

Mr. Crow. I believe in about a year and a half there will be enough 
completed to justify your effort. 

Mr. Wurrten. Mr. Natcher, do you have any questions? 

Mr. Natcuer. Yes, thank you, Mr. Chairman. 


HELPING STATES PLAN PROJECTS TO SOLVE MARKETING PROBLEMS 


I believe one of the main responsibilities of your liaison office is to 
make recommendations and aid the individual States in planning and 
carrying out marketing service projects. Is that correct? 

Mr. Crow. Yes; that is correct, Mr. Natcher. 

Mr. Natcuer. I wonder if at this point in the record, and to save 
time if you would file a short statement going into this matter in a 
little more detail, the type of work you do along this line. 

Mr. Crow. May I ask a question to be sure I understand exactly 
what you want ? 

Mr. Natrcuer. Yes, of course. 

Mr. Crow. Would you like in the record a statement that describes 
fairly well all the kinds of things that the States are doing or what 
we are doing to help the States? : 

Mr. Natcuer. I want to know what you are doing to help the States, 
just a short statement. I will appreciate it. 
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(The information referred to follows :) 


ADMINISTRATION AND COORDINATION OF STATE MATCHING FUND PROGRAM 


The small staff of three full-time professional employees engaged in the ad- 
ministration and coordination of this State matching fund program must of 
necessity spend most of its time on administrative activities. When this is done, 
the equivalent of about 1 man-year of time is available for direct work with the 
States in developing, conducting, and improving their programs. To the extent 
possible several types of assistance are given. 

Representatives of the States come to Washington for assistance in planning 
their program to improve its effectiveness. A member of the staff will discuss 
their problems with them, make suggestions for handling them, arrange for the 
State man to see the research man in the Department whose results can be help- 
ful, point out how the problem was handled in other States, and help draw up an 
outline of the approach to be followed. Last year it was possible for some mem- 
ber of staff to visit 19 States to see firsthand what was being done, check on the 
results with marketing firms concerned, and suggest ways of improving the 
program. 

Where several States are trying to solve the same problem, we arrange a joint 
meeting or workshop for the persons concerned to gain knowledge and exchange 
views. Once a year we help a committee from the States develop a program for 
a 3-day national short course on a specific field of work, find competent speakers, 
and assist in the conduct of the program. Occassionally arrangements are made 
for a specialist from some other agency to visit a State and help set up an 
activity. 

Our own staff constantly reviews the research reports that are coming out 
and sends them to each State working on problems in the field of the report. 
When the work plans are submitted each year, a member of the staff studies 
them, and, on the basis of his knowledge of the subject and of conditions 
in the State, makes suggestions for improving them. Similarly, at the end of 
the year the reports on the activities under each project are studied to see what 
were the results, and suggestions for improvement are sent by mail to the 
States. 

The results of the work in the States are discussed with 14 advisory commit- 
tees, meeting in Washington, and the criticisms and recommendations of these 
committees sent to the commissioner of agriculture of each State concerned. 

Activities of this kind help the States get the best use of their money, but the 
assistance is limited by the size of the staff. Many requests for help cannot be 
met, and it is impossible for the staff members to specialize by subjects. Never- 
theless it is upon the activties of these people that we depend for general guidance 
and direction of the program. 

These efforts to help the States are of course in addition to such adminis- 
trative activties as investigating and approving projects, reviewing, and approv- 
ing work plans, proposing allotments of funds for each project, checking to 
prevent duplication of effort among State agencies, checking fiscal reports from 
the States on each project, publishing an annual report on the work done in each 
State, preparing and publishing the proceedings of the annual workshop, pre- 
paring and publishing guides and instructions, and handling many other ad- 
ministrative details. 

The expense of all these activities is not paid from the item “Payments to 
States, Territories, and possessions,” but comes from item “(e)” under the “Mar- 
keting services” appropriation, called “Administration and coordination of State 
payments.” Funds are not transfered between these two items. 


Mr. Narcurr. That is all I have on this one, Mr. Chairman. 

Mr. Wuirren. Mr. Horan, do you have any questions? 

Mr. Horan. I have no questions except to express the thought that 
this looks like it may be most. useful in getting the most for our 
money. | 

Mr. Crow. The States have reported it to be very helpful. 
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Mr. Marsnatu. Mr. Vursell, do you have any questions? 

Mr. Vursett. Yes, just a few. Mr. Crow, I am glad to have the 
opportunity of being here when you come before the committee today. 

However, I did not get here for the first part of your remarks, and 
I wonder if you w ould ; go over the first opening remarks and restate a 


little further the benefit of this to the consumers and to the farmers. 
Mr. Crow. I will be glad to. 


Mr. Vurse.u. Just a few words. 
SUMMARY OF MARKETING SERVICE WORK IN THE STATES 


Mr. Crow. The whole purpose of the marketing service work in 
the States is to solve marketing problems and bring about improved 
practices that should be : adopted by the farmer, mar rketing firms, and 
agencies; and show them how to apply improved tec hniques i in solving 
their particular problem. 

In one place the problem may be that of remodeling a poultry 
processing plant. The State people will show the plant operator how 
to do it. 

In another, the problem may be a surplus of peaches. There State 
specialists will develop a program to help them find outlets for this 
surplus. 

Another area may have a problem with off-quality milk. Here the 
State marketing men will pick up samples of that milk, find out what 
is wrong with it, and show the operator what to do about it. In an- 
other place they may pick up samples of cotton, find that the gins 
have chopped it to pieces, determine the cause and show the operator 
how to correct it. 

It is that type of approach, where they attack local problems and 
show the people what to do to solve them. Does that answer your 
your question ? 

Mr. Vursett. Yes. I know of your work along that line and I 
think you are doing an excellent job. I only wish we could get more 
done in the distribution and taking care of these things that would 
bean aidtothe farmer. Iam sure you and your organiz: ition are doing 
a good job along that line. 

Mr. Crow. Thank you. 

Mr. Vursety. That is all. 

Mr. Marsnaryi. We are always interested in your comments before 
the committee. 

The committee will stand adjourned na 1 o’clock tomorrow. 

Mr. Wetts. Mr. Chairman, before we adjourn I would like to ask 
permission for Mr. Newell to file his statement and to include other 
statements on other AMS programs covered by the budget. 

Mr. Marsiaty. We will be glad to have his statement and the other 
material. I’m pleased to note that an old friend of mine Roy A. Bodin, 
our State statistician received a well-merited recognition from the 
turkey growers in Minnesota. 

(The statements referred to follow:) 

STATEMENT BY S. R. NEWELL ON THE CROP AND LIVESTOCK ESTIMATING PROGRAM 

There are no changes recommended in the Budget for the crop and livestock 


estimating program for the coming fiscal year. I should, of course, report on 
two activities for which some increases were allowed in the current fiscal year 
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but first I would like to comment briefly on the crop and livestock estimates 
program as a whole. 

This committee is fully aware of the program and I hardly think it necessary 
to go into great detail. For the record, however, I would like to point out once 
more that this service was started by farmers for farmers. The need for 
reliable and accurate statistics on various phases of agriculture is self-evident. 
It is universally recognized that accurate statistics on acreage, yield, produc- 
tion, prices paid and received by farmers, farm labor and wages, number and 
classes of livestock and poultry, stocks of commodities in storage, and the number 
of farms are all fundamental basic facts. These facts are essential to (1) the 
proper functioning of the American system of free enterprise; (2) the determina- 
tion of agricultural policies and the recommendations for agriculture legislation ; 
(3) the determination of the areas in which research is needed for production 
and marketing, and to guide such research and measure the results thereof; 
and (4) the administration of the several programs for the benefit of agriculture 
including soil bank, price supports, export programs, soil conservation, ete. 

The crop and livestock estimating work of this agency is directed toward provid- 
ing these basic statistical facts. These statistics are the official source of current 
information on the various phases of agriculture and they constitute the final 
record of the progress of agriculture and its position in the national economy. 
It is, therefore, a matter of national concern that the facts provided for by this 
item be as comprehensive and as accurate as possible on this the Nation’s No. 1 
industry. 

Naturally we, in this Agency, are proud of our service and pleased with the 
extensive use that is made of the basic data which we supply and the contri- 
bution the reports make toward orderly marketing and distribution of farm 
and food products. We are nonetheless concerned with the great responsibility 
that rests upon us in providing these facts, particularly so when we are con- 
stantly reminded of the reliance farmers place on them and the large expendi- 
tures that are made on the basis of these statistics. For this reason we are 
constantly doing our utmost to improve the accuracy and reliability of the data 
which it is our responsibility to supply. 

During the past year we have continued our research and development work 
with the additional funds that were provided for this program. Our studies of 
methods of securing more reliable statistics on acreage and livestock numbers 
have progressed to the point where we believe these new techniques can be suc- 
cessfully applied in an operating program. Our studies on objective yields of 
several of the important crops—cotton, corn, wheat, and soybeans—have pro- 
gressed to the point where we feel that they are susceptible of practical ap- 
plication in the service. We plan to expand this phase of our work and extend 
it to other commodities as rapidly as funds and facilities will permit. 

In approving the budget allowance for the “Marketing research and agri- 
cultural estimates” subappropriation for 1959, the Bureau of the Budget indi- 
cated, in connection with the general effort of the Government to improve its 
statistics, that the pilot program for the measurement of agricultural prices by 
enumerative surveys should be carried on within available funds under this 
subappropriation. We are exploring the costs and feasibility of this undertaking 
and will move in this direction to the extent that sufficient funds are available 
under this subappropriation. 

Turning now to some of the work of the current fiscal year I should like to 
point out that with the increased funds provided this year, we have expanded 
the joint weather-crop bulletins to cover all States. Our office will be responsible 
for the agricultural portion of the report. This program will be in full opera- 
tion for the coming crop season. We have added one man to our staff in Wash- 
ington to aid in the coordination of the program at the national level and to 
work with the Weather Bureau in preparing the national Weekly Weather 
and Crop Bulletin. 

Another addition to the service this year has been the beginning of the work 
on strengthening the reports on poultry and egg production. With the limited 
funds available we have started work in seven of the important egg-producing 
States where we are intensifying our effort to build up complete reporting lists, 
particularly of the large producers, and increase the returns from those lists. 
This program is moving in the direction of improving the estimates but it is 
limited in scope to the pilot States at the present time. 
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OTHER ACTIVITIES CARRIED OUT UNDER THE MARKETING RESEARCH AND 
SERVICE APPROPRIATION 


In addition to the items on “Marketing research” and “Crop and livestock re- 
porting service,” the subappropriation “Marketing research and agricultural 
estimates” also finances the work on economic and statistical analysis. This proj- 
ect covers the gathering, analysis, and interpretation of information on agricul- 
ture as a whole and for specific items including many statistical series relating 
to farm income, price, population and labor, and agricultural situation reports 
for important crop and livestock products which was discussed earlier in these 
hearings. The major objective of the work is to keep farmers and others con- 
cerned with agriculture fully informed on both the present and prospective agri- 
cultural situation through regular reports and special analyses for specified 
commodities and geographic areas. The presentation by Mr. O. V. Wells on the 
overall economic situation for agriculture reflects the type of work done under 
this project. The budget provides for continuation of this activity at the cur- 
rent level. 

The other subappropriation, “Marketing services,” finances several other im- 
portant activities in addition to those for which requested increases have been 
discussed. These are as follows: 


MARKET NEWS SERVICE 


The market news service provides timely and reliable information on the sup- 
ply, movement, and current prices of agricultural commodities. It assists farm- 
ers in obtaining equitable returns for their products, and aids in orderly market- 
ing and prevention of waste resulting from local surpluses. 

This service is used principally by (a@) producers to determine where and 
when to sell and at what prices; in other words, it puts producers on a more 
equitable bargaining basis with buyers; (0) dealers and processors to determine 
where they can buy and at what price, and to formulate buying, selling and 
storage policies; and (c) banks to determine value for loan purposes. 


INSPECTION, GRADING, CLASSING, AND STANDARDIZATION 


In addition to the poultry and grain inspection services previously discussed, 
inspection, grading, classing and standardization services are also provided for 
eotton and cottonseed; fruits and vegetables; livestock, meats and wool; naval 
stores; tobacco; rice, hay, beans and similar commodities and poultry grading. 
These activities assist farmers in obtaining returns for their products com- 
mensurate with quality and assist consumers by providing a basis for assuring 
that products purchased comply with prescribed quality. This is accomplished 
by establishing official United States standards that accurately describe quality 
and condition and by providing a basis for the application of the standards to 
specific commodities. 

FREIGHT RATE SERVICES 


This activity assists in obtaining and maintaining equitable transportation 
rates and service on farm products and farm supplies through the Department’s 
participation in cases before the Interstate Commerce Commission and other 
regulatory bodies and informal negotiations with carriers and groups of carriers. 


REGULATORY ACTIVITIES 


In addition to the Packers and Stockyards Act previously discussed, these 
activities include administration of the Standard Container, United States Ware- 
house, Federal Seed, Tobacco Plant and Seed Exportation Acts and the regula- 
tory features of the Naval Stores Act. These acts regulate various marketing 
activities, and the administration of each includes two or more of the follow- 
ing: (1) licensing or registration, (2) supervision of operations of licensees, 
(3) collection and testing of samples, and (4) handling of violations. 

These several important activities under the “Marketing services” subap- 
propriation have been budgeted at the same level as for the current fiscal year 
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Turspay, Marcu 4, 1958. 


Scuoo, Luncu Program 
WITNESSES 


ROY W. LENNARTSON, DEPUTY ADMINISTRATOR, MARKETING 
SERVICE, AGRICULTURAL MARKETING SERVICE 

MARTIN D. GARBER, DIRECTOR, FOOD DISTRIBUTION DIVISION 

DR. HOWARD DAVIS, DEPUTY DIRECTOR, FOOD DISTRIBUTION 


DIVISION 
Program and financing 


Program by activities: 
1. Food assistance: | 

(a) Cash payments to States- ‘ .-.| $83, 

(b) Commodity procurement (sec. 6) - t } 14, 

2. Operating expenses. _-- ~~ | 1, 


180, 512 


791, 193 
208, 807 


100, 000, 000 


Total obligations 
Financing: Unobligated balance no longer available_.__.- 


9y, 


Appropriation (new obligational authority) 


Object classification 


1957 actual 


AGRICULTURAL MARKETING SERVICE 


914, 673 
696, 008 | 


$83, 600, 000 | 


5, 000, 000 
1, 400, 000 


~ 100, 000, 000 


~ 100, 000, 000. 


1958 estimate 





1957 actual | 1958 estimate | 1959 estimate 


$83, 600, 000 
| 15, 000, 000 
1, 400, 000 





100, 000, 000 


| 100, 000, 000 


1959 estimate 











Total number of permanent positions 159 169 | 169 
Full-time equivalent of all other positions l 1 
Average number of all employees 140 165 165 
Number of employees at end of year 132 164 164 
Average GS grade and salary 17.2 $5,25817.3 $5,288] 7.3 $5, 306 
Average salary of ungraded positions | $3, 866 $3, 962 $4, 230 
01 Personal services: 
Permanent positions $816, 768 $926, 408 | $926, 600 
Positions other than permanent 5, 420 5, 400 
Other personal services 6, 395 8, 172 8, 000 
Total personal services 823, 163 | 940, 000 | 940, 000 
02 Travel 105, 496 125, 000 | 125, 000 
03 Transportation of things 1, 080 2, 000 | 2, 000 
04 Communication services 29, 055 38, 000 38, 000 
05 Rents and utility services 13, 722 15, 000 15, 000 
06 Printing and reproduction 13, 302 | 18, 000 18, 000 
07 Other contractual services 9, 886 10, 800 14, 100 
Services performed by other agencies 61, 500 44, 200 39, 200 
08 Supplies and materials 12, 551 12, 700 | 12, 700 
09 Equipment 7,212 15, 000 15, 000 
11 Grants, subsidies, and contributions _- 59, 500 61, 000 
Cash payments 83, 914, 673 83, 600, 000 83, 600, 000 
13 Refunds, awards, and indemnities 80 3, 000 3, 090 
15 Taxes and assessments 531 | 1, 000 1, 000 
Total, Agricultural Marketing Service ___ 85, 003, 061 ‘84, 884, 2( 84, 884, 000 
ALLOCATION TO COMMODITY STABILIZATION SERVICE 
Total number of permanent positions. -_.......-.----- manent 20 20 20 
Average number of all employees- - -.-- d é 18 | 20 20 
Number of employees at end of year -- 5 8 8 


Average GS grade and Salary. .- 














01 Personal services 
Permanent positions_. : sci ia a le $80, 662 $95, 397 $94, 000 
Other personal services--.-.- hindi: cmpdineiieneeahaen 874 1, 003 1, 000 
Total personal] services__---.-- P a ‘ = 81, 536 96, 400 95, 000 
02 Travel... a a cael Ek cella S46 2, 736 3, 000 
03 Transportation of things_----.. 292 510 500 
GR GSI eRIa BET WIOOEs n 5s oon ccc cccccccwtsces<ntese 2, 191 2, 097 2, 300 
05 Rents and utility services ras PAE aE EES Se 2, 933 3, 538 4, 500 
06 Printing and reproduction._....................---.-.-- 1, 249 1, 745 1, 700 
7 Other contractual services._.........- s Sdcanmpuaminde 615 902 900 
a Ser tn i cca nncioaee cenelenen neem 1, 008 1, 093 1, 000 
09 Equipment. sei ose get Ba ee OSes sical 1, 218 582 | 600 
11 Grants, subsidies, and contributions......................}-.......-- ae 5, 962 | 6, 110 
Commodity procurement (Sec. 6)....-..-..------.-.-- | 14, 696, 008 15, 000, 000 | 15, 000, 000 
13 Refunds, awards, and indemnities__..............-...---. | 181 | 195 | 150 
ee a era 55 39 | 40 
Total, Commodity Stabilization Service............-.-.-.. | 14, 788.132 15, 115, 800 15, 116, 000 


Total obligations 


99, 791, 193 | 100, 000 


,000 | 100, 000, 000 
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Mr. Wuirren. We come now to the school lunch program. I 
would like to have pages 54 through 60 of the justifications, together 
with the supporting table in the record at this point. 

(The above-mentioned pages follow :) 


School lunch program 


Appropriation act, 1958, and base for 1959__.____-_______-__-_--- $100, 000, 000 
NN a as arlene ina aiies atin seni anal iabie abet Gabe nl 100, 000, 000 


Project statement 


Project 1957 1958, esti- 1959, esti 
mated | mated 
1. Food assistance: 
(a) Cash payments to States $83, 914, 673 $83, 600,000 | $83, 600, 000 
(6) Commodity procurement (sec. 6) _-- 14, 696, 008 15, 000, 000 15, 000, 000 
2. Operating expenses 1, 180, 512 1, 400, 000 1, 400, 000 
Unobligated balance__-_-- 208, 807 
Total appropriation or estimate : 100, 000, 000 100, 000, 000 100, 000, 009 


STATUS OF PROGRAM 


The school-lunch program is designed to— 

1. Broaden the market for agricultural food commodities by 

(a) Providing an expanded market for agricultural commodities through 
local purchases of food by school-lunch programs in commercial channels of 
trade ; 

(b) Serving as a valuable outlet for agricultural commodities purchased by 
the Department to alleviate local and seasonal surpluses ; 

(c) Expanding the outlet for highly nutritious foods, particularly in areas 
of nutritional deficiencies ; 

(d) Introducing a wider variety of foods, thus creating a demand for com- 
modities that many housewives would not otherwise buy. 

2. Improve the health and well-being of the Nation’s children by— 

(a) Providing them a well-balanced lunch at school to help fill their daily 
nutritional requirements. 

Experience indicates that children who get lunch under this program, com- 
pared with those who do not, show 

’ (1) More rapid gain in weight and height; 
(2) Better attendance records: 
(3) Improvement in scholastic standing ; 
(4} Better deportment ; 
(5) Higher resistance to colds and other illnesses. 

(b) Developing proper and nutritionally beneficial food habits which will con- 
tinue in later late. 

Current activity under the program includes: 

1. Furnishing cash assistance to schools for food purchases by— 

(a) Apportioning among the States and Territories a minimum of 75 per- 
cent of the total funds available on the basis of need as indicated by 

(1) State per capita income compared with United States per capita 
income ; 
2) State population of children 5 to 17 years of age. 

(b) Making periodic advances of the apportioned funds to State agencies 
to enable them to reimburse participating schools for a portion of the food costs 
of lunches served when the schools— 

(1) Agree to operate on a nonprofit basis ; 

(2) Serve meals meeting minimum nutritional standards prescribed by 
the Secretary of Agriculture; 

(3) Offer lunch to all children attending the school and serve it free or 
at reduced cost to children who are unable to pay the full cost ; 

(4) Agree to purchase commodities designated by the Secretary of Agri- 
culture as being in abundance. 
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(c) Paying the funds directly to participating private schools in the 28 States, 
Hawaii, and Guam where State laws forbid disbursement of Federal funds by 
State agencies to private schools. (A proportionate share of the State’s total 
apportionment is set aside for this purpose. ) 

2. Furnishing food items to schools for lunch programs by distributing to 
schools through State distributing agencies, commodities acquired under— 

(a) Section 6, National School Lunch Act. Commodities are purchased on the 
basis of their nutritional value and acceptability, and distributeed to schools 
participating in the school lunch program under this act. 

(b) Removal of surplus agricultural commodities (sec. 32). Surplus com- 
modities are purchased and donated to authorized outlets, including all eligible 
school lunch programs. 

(c) Commodity Credit Corporation. Commodities acquired under price-sup- 
port programs may be donated to authorized outlets, including all eligible school 
lunch programs (sec. 416, Agricultural Act of 1949, as amended). 

3. Furnishing administrative and technical assistance to State agencies and 
participating schools with respect to— 

(a) Management of funds; 

(b) Purchase and storage of food ; 

(c) Proper use of equipment ; 

(d) Preparation and serving of meals; 

(e) Maintenance of records and preparation of reports ; 

(f) Development of recipes, particularly to utilize donated and plentiful 
commodities ; 

(g) Reasons for participation and nonparticipation in program. 

4. Making reviews and audits which provide for— ; 

(a) Annual audits of the records of State agencies and selected schools; 

(b) Comprehensive administrative analyses of State agencies’ operations 
under the program; 

(c) Administrative reviews in individual schools as necessary. 

Program policy is to encourage and assist State educational agencies to assume 
increasing responsibility for the administration 9f the program. In addition to 
the responsibility for the administrative review of individual programs which all 
States have assumed, 16 States have assumed responsibility for the individual 
school audit programs and several additional States are developing plans to take 
over this responsibility. Work has been undertaken, with the active cooperation 
of a representative group of State school lunch directors, on a broad review of 
school lunch operating procedures looking toward possible simplifications and 
additional areas in which the States could effectively assume increased 
responsibility. 

EXAMPLES OF RECENT PROGRESS AND TRENDS 

The school lunch program furnished noonday meals to about 30 percent of the 
Nation’s 37 million schoolchildren in the fiscal year 1957. This program also 
utilized 3 billion pounds of food, of which 2.5 billion pounds were purchased in 
local markets and 0.5 billion pounds were donated by the Department. 


A. Peak month participation was 10.8 million children in 1957 


Participation in the national school lunch program, fiscal years 1956 and 1957, 
by month 








Number of schools Number of children 
Month | 

1956 1957 1956 1957 
July. ; ; 1, 379 173, 075 
August 6, O51 683, 926 
September 51, 046 9, 515 9. 771. 691 
October 53, 947 10, § 10, 298, 476 
November 56, 140 10, 536 10, 643. 0°9 
December ‘ 56, 512 , Oot 10, ; 10, 831, 250 
January 56, 849 58, 457 10, 10, 661, 957 
February | 57, 088 57, 947 10, ‘ 10, 534, 764 
March 57, 077 10, 10, 269, 291 
April 56, 657 57, § 9, 10, 182, 148 
May 53, 019 55, 040 9, ; 9, 568, 523 
June. 15, 489 15, 769 3, 25% 3, 111, 006 
Average, September-—June 51, 382 52, 657 9, 353, 373 9, 587, 342 
Peak number... , a 57, 088 58, 457 10, 536, 029 10, 831, 250 


Peak month__- ‘ =< February January November December 
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Year-to-year comparisons in number of schools participating are affected by 
the school consolidation program. 


B. Number of each type of meal serviced and Federal reimbursement rate 


Number of meals served | Federal reimbursement 
(in billions) rates | (average cents) 


sil | | 
1956 | 1957 | 1956 1957 (pre- 
| liminary) 


| 


Type A meal (44-4 daily nutritional needs) 1. 606 1. 756 24.1 24.7 
Type B meal (same as A but in smaller quantities) 003 . 004 3.2 23.6 
Type C meal (44 pint of milk only 117 .014 6 1.3 

Total . 1. 726 1. 774 3.9 4.7 
Meals served free or at reduced prices . 181 . 186 


1 Maximum rate permitted: Type A, 9 cents; type B, 6 cents; type C, 2 cents. 
2 Average rate per complete meal with milk 


C. Method of financing the program 


Fiscal year 





Item 
1956 1957 | 1958 
(estimats 
Federal contribution 
Direct appropriation, School Lunch Act: 
Cash payments $67, 145, 648 $83, 915, 000 $83, 600, 000 
Sec. 6 14, 802, 020 14, 659, 931 15, 000, 000 
Total 81, 947, 668 98, 574, 931 98, 600, 000 
Donated commodities 99, 946, 204 131, 972, 002 76, 385, 000 
Special milk program 45, 839, 927 60, 600, 000 69, 000, 000 
Total Federal contribution 227, 733, 799 291, 146, 933 243, 985, 000 
State contribution 
State and local government contributions 70, 000, 000 75, 000, 000 
Other local contributions 77, 000, 000 82, 000, 000 
Payments by children 415, 000, 000 455, 000, 000 
Total State and local contribution 514, 974, 000 | 2 562, 000, 000 612, 000, 000 
Total 742, 707, 799 853, 146, 933 855, 985, 000 


Represents estimated requirements based upon expenditures during fiscal year 1957. Distribution of 
additional funds to schools is contingent upon justification of need. A total of $75,000,000 is authorized for 
program including nonprofit child-care institutions 

2 Preliminary. 


D. Benefits to agriculture 

Commodities utilized during 1957 in the school lunch program cost approxi- 
mately $561.7 million. Of this amount, about $415.0 million was expended by 
schools locally—both Federal and State funds. The remaining $146.7 million is 
the estimated cost of 529.0 million pounds of commodities which the Depart- 
ment purchased and distributed to schools under section 6 of the National 
School Lunch Act, section 32 of the act of 1935, as amended, and section 416 of 
the Agricultural Act of 1949, as amended. 
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E. Commodities distributed to the school lunch programs during fiscal years 1956 and 


1957 
| Fiscal year 1956 Fiseal year 1957 
Program and commodity | ie - 
Pounds | Amount | Pounds | Amount 
a . . | 
Sec. 6, School Lunch Act | | | 
Apricots. _- a ‘ ; si | 4, 229, 215 $1, 462, 463 Lice 2 
Beans, canned _____. 16, 439, 619 | $1, 839, 593 
Corn, canned _... | 5, 482, 386 | 597, 032 
Cherries, canned | 10, 283, 744 | 1, 36 


Grapefruit sections 
Hamburger, frozen 
Orange juice, concentrated 
Peaches, canned 


14,314,992} 1,872, 401 





, 405, 884 | 1, 9M, 368 








998, 604 | 3, 327, 821 

Peanut butter 5, 242, 405 1, 331, 047 739, 560 | 1, 510, 078 
Peas, canned 17, 171, 111 , 799, 532 | 

Plums, canned 7, 251, 201 670, O11 

Tomatoes, canned ; 17, 031, 585 1, 732, 112 22, 695, 259 2, 199, 171 

Tomato paste | 5, 069, 528 689, 456 

eee ces E | 87,453, 422 14, 802, 020 111, 397,033 | 114,659, 931 


Sec. 32: 


Beans 19, 290, 686 | 1, 776, 672 16, 536, 847 | 935, 986 


ié 


Butter _. 11, 730, £ 36, 637, 932 22, 235, 561 
Cabbage j } 











| 
z 6, 6, 810, 350 | 188, 647 
Cheese __. 10, 267, 000 4, 527, 747 18, 113, 727 | 7, 250, 925 
Cottonseed oil and shortening _- 19, 394, 438 4,021, 176 
Eggs, shell 30, 017, 190 8 590, 920 
Hamburger __. 71, 323, 062 25, 619, 244 
Lard 8, 090, 810 1, 260, 548 16, 544, 203 | 2, 989, 538 
Milk | 6, 803, 363 1, 251, 819 15, 308, 207 | 2, 926, 929 
Pork products ‘ : | 64, 858, 526 38, 831, 296 52, 072, 240 31, 172, 974 
Potatoes, sweet 11, 101, 200 580, 59% 
Plums 338, 576 | 31, 657 
Prunes 6, 215, 692 481, 716 | 
Rice : 7, 238, 691 876, 605 12, 660, 743 1, 549, 675 
Turkeys 22, 583, 829 9, 004, 172 
Total 171, 668, 472 65, 345, 401 298, 946, 906 112, 496, 228 
Sec. 416 
Beans é 5, 423, 255 499, 482 11, 798, 814 
Butter : 32, 976, 898 21, 336, 053 9, 641, 802 | 
Cheese 18, 696, 678 8, 245, 235 13, 538, 779 
Cornmeal ‘ 17, 742, 118 
Corn 3, 696, 458 136, 399 540, 000 | 
Flour. . b 46, 135, 229 
Milk 15, 301, 498 2, 815, 475 8, 254, 420 | 
Rice 10, 199, 107 1, 235, 112 9, 177, 701 
Wheat 6, 728, 211 333, 047 1, 857, 438 
Teta... 93, 022, 105 34, 600, 803 118, 686, 301 
Total... : . = 352, 143, 999 114, 748, 224 529, 030, 240 146, 631, 933 


! Excludes $36,077 representing loss in shipment and failure to meet specification. 
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F. Estimated value of commodities distributed to the school lunch program, fiscal 


Alabama.__- 
Arizona . 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 


District of Columbia___- 


Florida 
Georgia 
Idaho 
TIlinois 
Indiana 
Iowa. 
Kansas - - 
Kentucky 
Louisiana_. 
Maine... 
Maryland 
Massachusetts 
Michigan 
Minnesota_- 
Mississippi 
Missouri_. 
Montana 
Nebraska 
Nevada... 


New Hampshire 


New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 

Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 


Subtotal 
Alaska 
Hawaii 
Puerto Rico 
Virgin Islands_. 
Guam. 


Subtotal 


Total 


State 


year 19: 


pry 
Di 


Sec. 6 


$440, 
112, 
264, 
739, 
124 
130, 


99 


10, 
435, 
552, 

80. 
528 
349, 
308, 
174, 
381, 
695, 
74, 
197, 


696, 


66, 32 


655, 


251, 


168, 5 


5S, 
on 


133 
690 


787 


209 
400 
354 
079 
048 
073 
O41 


, O15 
, 318 


170 
339 
953 
296 
911 

663 








7, 681 


936 
YOS 


556 


, 809 
, 041 


250 


931 


Donated 


commodities | 


$4, 218, 614 
988, 241 


, 821, 346 
082, 377 
, 305, 051 
329, 009 
168, 812 


—  —~I DD 


, 260, 507 | 


3, 678, 344 


4, 496, 947 


592, 597 


5, 174, 888 
2, 961, 839 | 


, 773, 382 


5 
> 
2, 205, 71 
1 
3, 067, 083 


6, 253, 477 | 


519, 448 
1, 319, 798 
3, 931, 062 
4, 037, 034 
3, 391, 170 
2. 
3 


ec 


ae 





72 
, 708 


159 | 

,2ee | 
, 158 
129 
2, 458 
i, , 341 
6 777 
5, 432, 982 
185 
6, 582, 890 
3, 125 
1, 385, 406 
5 219 
975 
2, 473, 210 
S06 
4, 931 
6. 193 


913 
R15 
919 

1, 305 
305, 620 
412, 425 
220, 009 








NNN S& 


128, 090, 141 





, 553 
, 092 
2, 953, 057 | 
2, 213 
11, 946 


3, 881, 861 


131, 972, 002 


—— Oe 


a 


on 


> Wwe roo oO 


Oho 


J DO 


wNwns 





41, 489 


910, 000 
, 299, 613 
110, 022 
2, 987 


w 


4, 374, 111 


146, 631, 933 
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Number of children and schools participating, fiscal year 1957 ! 


Children in elementary and secondary Elementary 
schools and second- 
a Nd __________| ary schools, 
State number 

Total Number Percent | participat- 

enroll- participat- participa- ing 

ment 2 ing * tion 
(1) (2 (3 (4 


Northeast 
Connecticut 














22. 1 542 
Delaware 20. 4 98 
District of Columbia 58. 6 186 
Maine 27.6 540 
Maryland 23.4 680 
Massachusetts 21.0 1, 005 
New Hampshire 29.5 320 
New Jersey 11.7 772 
New York 19.3 3. 020 
Pennsylvania 19. 2 | 1, 794 
thode Island 16. 6 146 
Vermont 30.5 343 
West Virginia 35.6 1, 562 
Total area 2 029. 765 20.6 11, 008 
Southeast 
Alabama 13, 540 40.9 1, 440 
Florida 344, 606 45.5 1, ORS 
Georgia 406, SYY 13.7 1,614 
Kentucky 284, O58 43.4 1, 34¢ 
Mississippi 219, 08 38, 7 1, 11e 
North Carolina 28, 967 1.38 1, 638 
South Carolina 51. ¢ 1, 101 
rennesset 43.8 1, 983 
Virginia 36. 4 l 
lot 6, 779, 128 2, 992, 140 14.1 12, 6 
Midwest 
Illinois i 1, 869, 851 390, S32 0.9 2 655 
Indiana 977, 033 284, 794 29.1 1, 351 
lowa 596, 166 212, 745 35. 7 1. 13 
Michigan 1, 683, 902 >, 480 16.8 1, 568 
Minnesota 2h2 37.8 1, 297 
Missour 295, 005 34.2 2,340 
Nebraska ; fi4, 547 22. 8 166 
North Dakota 141. 099 54. 503 38. 6 R49 
Ohio 1, 905, 097 503, 339 26. 4 2, 033 
South Dakota 155, 668 4, 873 22.4 389 
Wisconsin 816, 775 192, 134 23. 5 1, 796 
rotal area 10, 017, 251 2, 590, 514 25.9 15, 874 
Southwe 
Arkansa $32, 534 190, 961 44.1 973 
Colorado 347, 809 46, 651 27.8 739 
Kans 464, 198 125, 801 27.1 1, O84 
Louisian 725, 341 486, 724 67.1 1, 562 
New Mexico 208, 834 49, 493 23.7 ; 
Oklahoma 493, 206 177, 611 6. 0 7 
Texas 1, 914, 167 616, 959 32. 2 2, 832 
Total area 4, 586, O89 1, 744, 200 38.0 », 281 
Western 
Arizona 298, 359 90, 692 390.7 6S 
California 2, 828, G84 534, 55 18.9 2, 877 
Idaho 144, 053 5, 488 39. 2 158 
Monta 144, 544 42, 201 29. 2 15) 
Nevada 51, 026 9, 74¢ 19.1 fe 
Oregor 373, 494 123, 897 33.2 4 
Utah 202, 785 83, 260 41.1 UE 
Washington 580, 239 183, 522 31.6 1, OF 
W yoming 75, 248 22, ! 0. 0 131 
Total area 4, 628, 432 1, 146, 927 24.8 6, 494 
Continental United States 35, 866, 858 10, 503, 54¢ 29.3 55. 318 


See footnotes at end of table, p. 1380 
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Number of children and schools participating, fiscal year 1957 '\—Continued 


Children in elementary and secondary Elementary 
schools and second- 
ary schools, 

number 


State Total Number Percent participat- 
enroll- participat- participa- ing 
ment ? ing 3 tion 
(1) (2) (3) 4 
Territories 

Alaska 31, 321 3, 800 12.1 28 
Guam 12, 257 288 2.3 1 
Hawaii_- 153, 345 90, 462 59.0 183 
Puerto Rico 584, 784 228, 354 39.0 1, 994 
Virgin Islands 7, 681 4, 800 62. 5 31 
Total, Territories 789, 388 327, 704 41.5 2, 237 
Total, United States and Territories. _- 36, 656, 246 10, 831, 250 29.5 57, 555 


1 Preliminary. 

2 Source: Latest data available from the U. 8. Office of Education, Enrollment data for public schools is 
for fall 1956. Private school enrollment is for 1953-54. 

3 December 1954. The number of schools and children may have been higher in some States during other 
months but December was the peak month in terms of children participating nationally 


Mr. Wuirren. Next is the School Lunch Program. Do you have 
a general statement, Mr. Lennartson / 


PROGRESS AND STATUS OF THE SCHOOL LUNCH PROGRAM 


Mr. Lennarrson. No, Mr. Chairman, however, I might make just a 
few opening comments, and then we will be gi: id to answer questions. 

I have with me Mr. Garber, who is Director of the Food Distribu- 
tion Division, which is directly responsible for the national school 
lunch program administration and also his deputy, Mr. Howard 
Davis. Both of them are very well qualified to answer any of the 
technical questions that might arise. 

In Dr. Paarlberg’s opening statement, you will probably recall his 
comments with respect to the activities of the AMS on expanding 
markets and other activities for increasing consumption of the pro- 
duction of American farms. In the national school lunch program, 
we probably have one of the outstanding instruments in that regard 
and also a program which is doing a multitude of good by way of de- 
veloping healthier children, and developing better eating habits on the 
part of those children. 

Also, this program is being increasingly used by the school superin- 
tendents and the teachers as a means of properly educating the 
children with respect to food habits, behavior at the table, and things 
of that nature. That is becoming extremely well rounded in that 
respect. This is the 11th year of the program, during which period 
it has made tremendous progress. 


OVERALL $856 MILLION PROGRAM 


As a matter of interest, I think it should be pointed out that in 
1958, the overall program will involve estimated expenditures of $856 
million. This includes both the Federal contribution and the funds 
made available by States or through payments on the part of the 
children for the lunches at the local level. 

Of this $856 million—and, incidentally, the great bulk of it is spent 
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for food—about 28.5 percent is contributed by the Federal Govern- 
ment in one way or another. 

This includes the $100 million appropriation to which we are ad- 
dressing ourselves at this time; and, incidentally, we are requesting 
the same level of expenditures in the budget for the next fiscal year. 

From this $100 million appropriation, $83,600,000 is made di- 
rectly available in terms of cash to the States for distribution to the 
local schools. Approximately $15 million is withheld by the De- 
partment and used for the purchase of a variety of nutritous foods 
important in certain calory and vitamin ¢ cinenie 

The foods pure ‘hased with this $15 million are generally selected 
on basis of priority given on the part of the States themselves as to 
the types of foods to be purchased and the quantities desired. 

Generally, about two-thirds of that $15 million are devoted to pur- 
chase of such canned items as citrus juices, fruits, and outstanding 
vegetables such as peas, beans, and tomatoes. 

An additional one-third is generally used for the purchase of pro- 
tein-type items. In the current year, we have been purchasing ground 
heef for the schools, which has been the most popular item that they 
have requested. 


SURPLUS FOODS 


In addition to the $100 million appropriation in 1958, it has been esti- 
mated that the Department will make available approximately $76 
million in surplus foods, in cluding y such items as butter, cheese, dry 
kimmed milk, beans, corn, meal, and flour. The value of those foods. 
as Lindicated, should approximat i out S76 million. 


SPECTAL SCHOOL MILK PROGRAM 


Then finally, there is the additional item of the special school milk 
program which this year will amount to approximately $69 million. 


FEDERAL GOVERN MEN rs CONTRIBUTION 


hus, the Federal Government’s contribution in 1958 will equal 
approximately $245 million including the appropriation of $100 mil- 


a 1 
lion the estimate ed >i 76 Mitton in SUPrpius for re con :modities, anda the 


approximately $69 million coming from the special milk fund. 
EXTENT OF STATES PARTICIPATION 


The balance—an estimated $612 million—comes from local sources. 
States’ contributions directly to the programs in the State, local con- 
tributions on the part of the county commissioners, service clubs, and 
organizations of that nature; also local school boards and children’s 
payments 

But, of course, the main local source of funds is the money that the 
children pay direc tly for the meals the sy are consuming. 

The program is continuing to grow year by year. This year it is 
estimated at this time that approximately an additional million chil- 
dren will be added to the program over the school year of 1956-57. It 
is estimated that approximately 1014 million children will participate 
in the program in this particular school year. 

21494—58—pt. 313 
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The 101% million reflects roughly about 30 to 35 percent of the chil- 
dren attending public and private schools in this Nation. 

These highlights, Mr. Chairman, pretty well summarize my open- 
ing statement, recognizing that you may have a number of questions. 

Mr. Wurtrren. Mr. Lennartson, thank you. I have had letters from 
various people interested in the school lunch program—various par- 
ents and others—in favor of increased appropriations. On the other 
hand, I have had recommendations from the United States Chamber 
of Commerce to reduce the appropriation for school lunches. 

Looking over the situation here and considering the problem, I 
think some of those that are in favor of reducing the funds to support 
this program are overlooking a very important factor in the school 
lunch program. 

It is my firm belief that, by reason of the Federal appropriation, it 
gives the nucleus around which these other contributions at the local 
level come in. In other words, in the absence of the national program, 
it is to be doubted that we would have this program ever financed 


locally. 
AVAILABILITY OF SURPLUS COMMODITIES FOR SCHOOL LUNCH 


By looking at your own figures here, it would appear to me that in 
effect what you are recommending for next year is a reduction from 
what we had this year in the way of Feder al assists ince, because in the 
present year you had $131,972,002 in section 32 commodities. 

Mr. Lennartson. T hal was in fiseal 1957. 

Mr. Wurrren. Yes; 1957. In 1958 you had $76 million in com 
modities. 

Mr. Lennarrson. That is right. 

Mr. Wurrren. What do you estimate next year’s commodities will 
be ? 

Mr. Lennartson. Very frankly, Mr. Chairman, we are estimating 
about the same level next year that we are experiencing this year. 
That is, to the extent that we can foresee the possible additional need 
for section 32 activities and the availability of other surpluses—sur- 
plus stocks from the Commodity Credit Corpor: ation—of the types 
now being distributed to the schools, I imagine it will be about the 
same level, Mr. Chairman. 

Mr. Wuirren. It is disturbing to me to see how Public Law 480 
funds are used to buy commodities and ship them overseas when those 
same commodities are badly needed by the school-lunch program. 
We have had an investigation made of the use of section 32 funds. 
We find a number of requests for the use of those funds in line with 
action which would have made additional commodities available to 
the school-lunch program. 

Several years ago this committee, and it was later approved by the 
Congress, 1ncreé ased this appropriation to $100 million. In that effort 
the committee and the Congress felt we were strengthening the school- 
lunch program. 

Instead of having that effect, however, in view of the fact that the 
section 32 commodities dropped off from $151,972,000 down to $76-plus 
millions, there was a decrease in the school-lunch program. 

I do not know that the Department deliberately refused to use 
section 32 funds, but the net effect is that the school program has less 
in 1958 than they had in 1957. 

Sir. Lennarrson. That is right. 
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a i Saga w. In your position do you have anything to do with 
that, or is it dependent on policy decisions of the Department? 


BASIS FOR SECTION 32 PURCHASES 


Mr. Lennartson. I would like to comment along that line in two 
respects: First, there is a definite reason why the value of surplus 
commodities going to school lunch this year is approxim: ately only 
half of that of last year, that is of the amount in the fiscal year 1957. 

In 1957 you probably recall that we had substantial section 32 pro- 
grams on ground beef, pork items, and we had some eggs, too. Those 
programs were invoked because of very definite need in view of the 
price relationships and supply-and-demand situations in the market. 

Secondly, these commodities are essentially what the schools like 
to call main-dish items. They are the high-cost items. They fit very 
well into the programs of the schools. When they get. them, they 
get quite a bit of financi: " relief to the local school. There is no 
question about it. 

However, the economic conditions rel: ating to those commodities 
namely, beef, pork, and eggs—in the past year has not been such as to 
justify a program with the use of section 32 funds. Essentially, the 
second half of the answer is that the use of section 32 funds is some- 
thing that is decided on issues separate and apart from the problem of 
the school-lunch program. 

Section 32 programs are based on the need for assistance for a par- 
ticular commodity with respect to its supply and demand situation, 
the extent or scope of the surpluses, and things of that nature. 

Once it has been determined that a section 32 program is necessary, 
I would say certainly then the school-lunch program tends to benefit 
directly as a result of those uses, so this is a case where in the absence 
of the determination that section 32 programs were needed in these 
high-cost protein items—eggs, meats, and so forth—it is natural that 
the school-lunch program—the needs of the school-lunch program 
are going to suffer. 


RELATIONSHIP BETWEEN PUBLIC LAW 480 AND AVAILABILITY OF 
COM™MODITIES FOR SCHOOL LUNCH 


Mr. Wurrren. Perhaps you cannot give me the full story, but in 
the present fiscal year what part of Public Law 480 or other foreign- 
aid funds have been used to buy foods that could have been used for 
the school-lunch program ? 

Mr. Lennartson. I understand, Mr. Chairman, that we are assem- 
bling some specific information for you. 

Mr. Wuirren. Could you give us the approximate amounts and 
kinds of foods that have been purchased under Public Law 480? 

Mr. Lennartson. Mr. Holmaas has some tentative figures. I will 
have him place those in the record at the present time, and we will 
supplement the record, if necessary, if that is agreeable, Mr. Chair- 
man. 

Mr. Wuirren. Yes, that is fine. 

Mr. Hormaas. I have information on items moved under title 1 of 
Public Law 480 and on items moving to school lunch programs. wc 
example, for the fiscal year 1957, which was the last complete ye: 
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dried beans moved out of CCC stocks under Public Law 480, and we 
also similarly had dried beans moving into the school lunch program. 
The same thing occurred with regard to corn, rice, and wheat flour. 

Although we moved a small amount of awa tie oil under Public 
Law 480, from CCC stocks, as I understand it, that was a carryover 
from programs that were committed in the previous fiscal year. 
Even though school lunch programs did not get any of this item in 
1957, they got it in 1956 when the Public Law 480 program Was com- 
mitted. Soybeans moved under Public Law 480 from commercial 
sources but not from CCC stocks and not into the school lunch 
program. 

Butter and butter products, cheese, and dried milk moved from 
CCC inventory under Public Law 480 and also into school lunch. 

I have not oiven the heures on these but only named the individual 
commodities as on these, which are price-supported commodities pi 
marily from CCC stocks, the schools have generally received tl 
quantities they have requested. 

Mr. Wurrren. Under Public Law 480, we did not have : 
or tl its, did Vi ef? 

Mr. Lennartrson. Not out of the CCC stock. 

Mr. Hotmaas. Now, separately under title I of Public Law 4580 
we have a number of items moving exclusively from commercial 
markets. These are the nonprice-supported commodities. In the 
fiscal year 1957, about 80 million pounds of beef moved under Public 
Law ESQ), title [: Al «| 41.31 nillion poun cas moved il to the S< | oo! lunel ; 

81.5 million pounds of lard moved under title I of Public Law 480, 
and 16.5 » million moved into se ‘hool lunch. 

We had 2.4 million pounds of ham shipped under Public Law 480 
and 6.7 million pounds to school lunches. For other pork items, 10.4 
million pounds moved under Public Law 480, and 45.4 million pounds 
to school lunch. This kes a combined total of 52.1 million pounds 
of ham and pork to school lunch compared with 14.4 million pounds 
sh ipp d under Public Law 480. 


is 


Tice 


Under poultry products, 4.4 million pounds went under Public I 
180, and 22.6 million pounds of turkey went to school lunch. 

Citrus fruit had 0.4 million pounds under 480 and nothing for 
school Innch under the surplus commodity programs, and 


Mr. Wrirren. In that case there 
it, would there not ? 


AAW 


would be some way for us to do 
Mr. Lennartson. Yes: that would be under section 6. 


SECTION 6 OF THE NATIONAL SCHOOL LUNCH ACT 
Mr. WHuiIttTen. ee is the difference between section 
other funds we have talked about ? 


Mr. Lennartson. Section 6 provides that a portion of the school- 
lunch appropriation 


6 and the 


* * * shall be available to the Secretary during such year for direct expenditure 
by him for agricultural commodities and other foods to be distributed among 
the States and schools participating in the school-lunch program under this Act 
in accordance with the needs as determined by the local school authorities. * * * 


Mr. Wuitren. What was the allocation there? 


Mr. Lennartson. Section 6 is a part of the appropriation for the 
school lunch program. 
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Mr. Wurrren. The allocation was in terms of food rather than in 
terms of money in section 6. 

Mr. Ho_maas. The section 6 purchases are made nationally, and 
the commodities given to the schools. 

Mr. Horan. Would you follow that up a little more? 

Mr. Lennartson. Yes. 

Mr. Horan. | would like to have that clear because our appropria- 
tion carries the admonition not to spend any of this money for non- 
school uses. 

Mr. Lennartrson. We use out of the amount appropriated for school 
lunches, approximately $15 million each year to buy a variety of com- 
modities desired by the schools which contain certain vitamin contents. 
We purchase this food, in large quantities, and we distribute it to the 
States, so it is used directly in the school-lunch program. 

Mr. Holmaas mentioned that we did not buy any citrus in 1957 
with section 32 for surplus-removal purposes. We bought citrus with 
the section 6 funds so the schools got citrus products that year. 


SPECIAL MILK PROGRAM IN RELATION TO SCHOOL LUNCH 


Mr. Vurseiu. In that connection, may I ask is the milk furnished 
by the Government / 

Mr. Lennarrson. It is not. We subsidize the milk bought by the 
schools in certain ways in certain instances, 

Where there is served milk in addition to the regular luncheon, 
we subsidize the additional quantities being consumed in the school. 

Mr. Vursevi. These figures totaling $243 million in 1958, is that 
all furnished by the Government ? 

Mr. Lennartrson. Oh, yes. 

Mr. Wuirren. $69 million in milk. 

Mr. Lennartson. That is correct in terms of cash now furnished as 
a subsidy on the increased milk being consumed in the schools. 


Mr. Vursexvyi. That is all. 


PUBLIC LAW 480 FUNDS 


Mr. Wuirren. Approximately how much P. L. 480 funds were used 
to procure on the open market items that would have fit into the school- 
lunch program? I would like to know your best estimate now. | 
would like to have a list of those items and the amount spent during 
the present fiscal y sar for the record. 

Mr. Hotmaas. I do not have those total figures as the table we are 
preparing in response to your earlier request is not yet completed. As 
this Public Law 480 program is not handled by AMS, I am not in posi- 
tion to estimate the funds involved, but maybe Mr. Garber or Mr. 
Davis would have an estimate for you. 

Mr. Davis. No; I do not know what the figure would be but we 
can get it. 

Mr. Wuirren. Could you get that and supply it to the committee ? 

Mr. Hotmaas. Yes, sir; I will try to have the total spent added to 
the information being compiled on quantities moving under titles 
and IT of Public Law 480. 

(The information referred to is as follows:) 
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Total value of agricultural food commodities distributed to foreign countries under 
titles I and II of Public Law 480, of the types suitable for the school-lunch program 


In millions of dollars by fiscal year 








| 
1955 1956 1957 ist half 
of 1958 
Title I | tan 

UR PER oh Se ckanaenniindesee $88. 8 $351.9 $409.0 | $105. 8 
From commercial stocks Si oe iS eee 78.9 425.9 156. 9 
Title II: From ee OS Seo Sed bsteees 85.3 80. 2 84. 6 25.2 
WEE. dtadtnksideugotancoe | 174.1 511.0 919. 5 287.9 


NOTE. —It should be noted tha it these stocks include substantial amounts of corn and wheat, as follows: 
1955, $142.4; 1956, $347.6; 1957, $£ 1958, $235.9. 


Mr. Wuirren. What is the criteria for your determination as to 
whether Public Law 480 will be used to purchase these foods? Is 
anybody familiar with that? 

Mr. Lennarrson. I think Dr. Paarlberg is probably best qualified 
to answer that. 

Mr. Paarteerc. There is a list of CCC commodities in surplus and 
commodities on that list are available for them now. 

Mr. Wuirrren. That being true, then those things could be pur- 
cnased for the school lunch. 

The point I am trying to make is that, at a time when the commodi- 
ties provided for school lunches in the current fiscal year, after we 
raised the funds, dropped off $56 million, the Department has paid 
out blank millions of dollars to buy commodities for foreign aid under 
a law which required the same determination that is required to pur- 
chase those same commodities. 

We have been taking American dollars and buying commodities 
because they were in surplus supply and sending them abroad, when 
we had the authority to buy those commodities ‘and give them to the 
school-lunch program. 

Mr. Paartperc. There is one point I would like to clear up, Mr. 
Whitten. 

Mr. Wutrren. By all means, do so. 

Mr. Paarteerc. The Public Law 480 programs are sales for foreign 
currencies; that is, title 1 programs are. 

They are not purchased and donated as is the case for the school- 
lunch program. There is that distinction. 

Mr. Wurrren. Certainly, that is insofar as the disposition is con- 
cerned, but what do you use for money when you buy them? 

Mr. Paarteerc. We buy them with American dollars, and for these 
dollars we receive foreign currencies which are used to advance the 
various programs that we have in connection with these things. 

Mr. Wuitrren. The point I make is that it costs the Government 
money whether you buy them for school lunches or under 480. You 
have to pay for them with American dollars, do you not ? 

Mr. Paarteerc. The difference being that in the 480 program you 
receive currencies in exchange; and for the purchase and donation 
program, we do not have that compensation. 

Mr. Wuirren. My question was whether you buy them for Public 
Law 480 or for the school-lunch program, you have to pay for them 
with American dollars ? 
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Mr. Paarupere. Yes. 

Mr. Wuirren. Go ahead. 

Mr. Paaruperc. Some of the commodities that we sell for foreign 
currencies are not the kind of thing we could use in our school-lunch 
program. 

For example, beef, 80 million pounds. Most of this is in the form 
of offal, livers, economy cuts, variety meats—things that our school- 
children probably would not welcome in their se shool lunches, so there 
are differences of that sort. 

Mr. Wuirren. I am sure there are some differences. It would prob- 
ably be unfair to the Department’s action, but I am not adverse to your 
putting in there the type of beef. I just want the story, for whatever 
it is worth. 


POSSIBLE METHODS FOR INCREASING ASSISTANCE TO SCHOOL LUNCH 


Dr. Paarlberg, in the event that the commmittee should feel 
that we want to increase the appropriation for school lunches to keep 
to the level we had for 1957, how would the committee go about it? 
Would it require the transfer of section 32 funds, in addition to the 
appropriation, or would it require a directive from the committee? 

Mr. Paarveere. I can only say this: that it would be very difficult, 
in my judgment, for us to operate with a mandatory requirement that 
we spend certain sums under section 32 for the purchase of perishable 
commodities. 

We would find it very difficult to know how to allocate these dollars. 

The crux of section 32 operation is that you have latitude and flexi- 
bility to move in when there is a need in any situation and out again 
after your need has passed. We must be in position to be in there 
for a long time with a lot of money, if that is necessary, and then may 
be completely out for a considerable period of time if that is in the 
best interests of the commodity. 

However, I believe it would be very difficult to be truly helpful in the 
very difficult problem that arises with this matter of perishable com- 
modities, if we had a certain sum that was required to be spent. 

Mr. Wurrren. For a number of years the Congress and this commit- 
tee followed the practice of providing funds by transferring them to 
school lunch. 

If I understand Mr. Lennartson correctly, in the current year you 
withheld $15 million and earmarked it to the various States. 

Mr, Lennartson. We withheld the money under section 6 and 
purchased the food and allocated the food to the States. 

The types of foods purchased were based on a priority listing 
furnished to us by the States. 

We circulate the States annually asking them what is your priority 
rating in the purchase of the section 6 type of foods. 

The section 6 program has been quite a catalytic agent, as you 
indicated, Mr. Chairman. That is, the whois K ‘eders aul phase of the 
program has been quite a catalytic agent in building the school-lunch 
activity to where it is very significant in prov iding increased markets 
for foods and in building healthful eating habits. 

There is no question about that, particularly when you recognize the 

riteria they must meet with regard to the type A and type B lunch. 
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Mr. Wuirren. I will ask you how the Department would handle 
a program if the committee should see fit to transfer section 32 funds 
to the school lunch for expansion of that $15 million withholding. 
In other words, if the Congress should transfer section 32 funds with 
a report that these funds be handled on the same basis as the present 
$15 million, what would be the course for handling that ¢ 

Mr. Lennartson. If the Congress should do that, the procurement 
aspect would be rather simple. The selection of the commodities to 
purchase would likely create more serious problems. 

Mr. Wuirren. Does the section give you sufficient latitude ? 

Mr. Lennartson. We have latitude, and we guard it very closely. 
We are not using the section 6 money as a price-support mechanism 
even though some of the commodities we buy may be in greater than 
usual supply. 

Mr. Wuirren. It was done for the purpose of having a well rounded 
lunch program / 

Mr. Lennartson. Yes. 

Mr. Wuirren. I come from a dairy district, and quite naturally 
our people are interested in those things which keep dairying on a 
sound basis, such as the school-milk program where the Department 
approved $69 million. 

lam not opposed tothat. Isupport it. But then you give relatively 
no attention to various other foods. This leads me to the belief that 
the Congress would be acting wisely if we were to transfer some sec- 
tion 32 funds, which could be used to purchase these foods purchased 
with Public Law 480 dollars and sent abroad. To that degree at 
least section 32 would be used to purchase additional foods for use 
in this country. 


AVERAGE REIMBURSEMENT RATE AND CHILDREN PARTICIPATING 


Could we have in the record at this point a statement over the 
last 6 or 8 years showing the average rate paid in cash by the Federal 
Government for lunches? 

Mr. Lennarrson. Yes, sir. 

Mr. Wuirren. You might also include the number of schools and 
number of students that have participated in the various years. 

(The information referred to is as follows:) 


National school lunch program—Average reimbursement rate, average children, and 
average number of schools 


Average 
reimburse- Average A verage 
Fiseal year ment rate | number of | number of 
for com- children schools 
plete lunch 
(type A) 
Cents 
1947... 8.7 5, 018, 508 
1948___- 7.3 5, 257, 918 | 
1949___ 6.8 6, 076, 969 
1950___ 6.3 6, 959, 612 | 
1951_.. 6.3 7, 595, 126 
1952... 5.5 8, 060, 555 | 
1953__- 5.3 | 8, 608, 465 | 
1954... 1.8 8, 985, 468 | 
1955__.-. 4.4 | 9,769, 167 | 
1956__. . 4.1 9, 353, 373 | 
1957_- : ue ; j 4.7 | 9, 587, 342 | 
1958 (estimate) __ 4.3 | 10, 500, 000 | 
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SECTION 6 COMMODITIES REQUESTED BY SCHIOOLS 


Mr. Wurrren. Under section 6 could you give us a list of the com- 
modities that the schools have requested, in some order of priority ? 

Mr. Lennarrson. We have that available, and we can provide that 
information, showing what their requests were for section 6 purchases 
in terms of priority and supplement the record. That is readily 
available. 

Mr. Wuirren. We would be glad to have that. 

(The information referred to is as follows :) 


Preference ratings for sec. 6 foods for commodity groups as 
States,' fiscal year 195? 


commended by the 


Number of times rated 


Commodity group A verag 
ng 
Ist 2d 3d itl t 

Protein foods 40) 2 2 1 ] 
Canned fruits t 29 13 0 0 l 
Canned and frozen vegetables l i3 20 7 7 2 
Canned and frozen juices ] { 7 23 l 4.1 
Dried fruit 0) 0 16 2 1.4 

Based on reports from State school lunch agencies submitted in May 1956 


2 The lower the average rating, the higher the item ranks in pref 


Mr. Wurrren. On page 59 of your justifications you have a consid- 
erable list of commodities that hi ave been used in fise al 1956 and 1957. 
Were any of those foods purchased under the 480 program for 
export ‘ 

Mr. Lennarrson. Offhand, I would say not, because they were 
especially selected items which we wouldn’t normally run into. 

Mr. Wurrren. Your listing there under section 32 is what I am re- 
ferring to. Are any of those exported ? 

Mr. Lennarrson. There would be some butter exported under 480. 

Mr. Hotmaas. Yes; as reflected on the table to be inserted on Pub- 
lic Law 480, there would be some of those commodities that move 
- of the United States, particul: arly out of CCC stocks under titles 

Land Il or under title III that is. section 416. 

Mr. Paarteerc. That is a donation to United States voluntary 
agencies for distribution to needy people abroad. 

Mr. Wturren. Insofar as donations to schools under section 416 
are concerned, in 1956 you had 93 million pounds, and the amount 
was $34 million. For the present fiscal year it was 118 million 
pounds and the bill was $19 million. 

Mr. Lennarrson. There was quite a change in 1957 in contrast to 
1956 insofar as section 32 prs oH were concerned. The animal 
proteins, such as butter, moved in larger quantity under section 32 
and the cornmeal and flour were col out under 416, which accounts 
for the larger poundage in relation to the dollars. 

Mr. Wurrren. Does that have to do with Commodity Credit Cor- 
poration-owned commodities ? 

Mr. Lennartson. Yes: that is correct; section 416 has to do with 
CCC stocks. 

Mr. Wutrren. Does that represent a shift in what the CCC had on 
hand ? 
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Mr. Lennarrson. It represents a shift in the dairy inventory. Pri- 
marily, we are disposing of a great bulk of the dairy products. 

In fact, in 1958, no butter was made available for foreign distribu- 
tion. This is limited to domestic distribution. 

Mr. Davis. The table you refer to shows only those commodities 
that went just to the schools, and not all the domestic distribution. 

Mr. Wuirren. At the present time are we using 480 funds or any 
other foreign-aid program for the purpose of shipping those same 
commodities ? 

Mr. Paartperc. Yes, we are. I would like to point out that under 
section 416 domestic needs take priority over foreign donations. 

We do not put on our commodity list anything abroad that is not 
available here at home. 

Mr. Wurrren. Percentagewise, what do you send abroad and what 
do you keep ? 

Mr. Paartperc. All domestic requirements are met before anything 
goes abroad under the welfare program. Under the welfare pro- 
gram—TI emphasize that. 

Mr. Hotmaas. Mr. Chairman, I would like to point out that this 
table on Public Law 480 that we are preparing will reflect all these 
commodities and their relationship to school lunch. 

(The table referred to appears on p. 1275.) 


AVERAGE FEDERAL REIMBURSEMENT PER LUNCH SERVED 


Mr. Wurrren. I asked you to supply the table showing the average 
Federal reimbursement in the school lunch. Briefly tell us what that 
has been for the past 6 or 7 years. 

Mr. Hotmaas. I have it here in my tables. 

Mr. Wuirren. We are told that the. Federal contribution to the 
school lunch has been going down continuously, based on the fact that 
they have an increasing number of schools that participate and an 
increasing number of students. 

Mr. Lennartson. I have it here. Mr. Holmaas has it back to 1950. 

Mr. Wuirren. You might give it from there. 

Mr. Hormaas. In 1950, it—the average for all types of lunches— 
was 5.1 cents per meal; 1951 it was 4.9; 1952 it was 4.5; 1953, 4.3; 
1954, it was 4.0; 1955, it was 3.8; 1956, it was 3.9; and then, Mr. 
Chairman, with the increase in the appropriation in 1957, # jumped 
up to 4.7 in 1957, and we are estimating that this year, in 1958, it will 
be an estimated 4.2 cents per meal; and in 1959, an estimated 3.8. 

Mr. Wuirren. It will drop in 1959 if the money stays at the same 
level as it is now. Does that drop come about from the increasing 
number of students and schools 

Mr. Hotmaas. That is right. 

Mr. Wuirren. If the Congress should keep the Federal contribu- 
tion on a level to meet the increasing number of schoolchildren that will 
be participating in this program, how much increase would it take 
per year? 

Mr. Lennarrson. I think Mr. Davis could answer that. 

Mr. Wurrrten. If the participation keeps growing, how much con- 
tribution would it take to keep the Federal contribution around 4 
cents ¢ 











1391 


Mr. Davis. The number of children participating in the program 
has been increasing at about 10 percent a year. 

With the variation in the value of donated commodities from year 
to year, the total Federal amounts available for the school lunch 
program vary considerably. 

The dollar reimbursement per meal would bear a relationship to 
the number of increased participants. 

Mr. Wuirren. And is that amount of $15 million that is taken 
out of your original distribution figured differently ? 

Mr. Davis. That is on the basis of $83 plus million in cash appor- 
tionment. 

Mr. Wurrren. This increase in students participating, is that pri- 
marily an increase in the school population, or is that a case of new 
schools coming into the program ¢ 

Mr. Lennarrson. It is primarily an increase in the school popu- 
lation. Essentially, as I understand it now, Mr. Davis, the increase in 
the number of children partic ipating in the school lunch program is not 
as great as the actual increase in the children population in schools— 
is that correct or is it running about the same ? 

Mr. Davis. The percentage of the total school enrollment that has 
been participating in the school lunch program has remained relatively 
constant over the last few years. 


SPECIAL MILK PROGRAM 


Mr. Wuirren. In connection with the special school milk fund 
program, I would like to have pages 61 through 64 of the justifications 
in the record at this point. 

(The above-mentioned pages follow :) 


STATUS OF THE SPECIAL MILK PROGRAM 


AUTHORITY 


The special milk program was initially authorized to operate in nonprofit 
schools of high school grade and under. Late in fiscal year 1956, legislation was 
enacted to expand the program to nonprofit summer camps and child-care in- 
Stitutions devoted to the care and training of underprivileged children on a 
special welfare or charitable basis. In July 1956, the legislation was amended 
to further expand the program to all nonprofit summer camps and child-care 
institutions. The program was extended through fiscal year 1958 with au annual 
authorization to use CCC funds up to $75 million under the Agricultural Act of 
1954, as amended. Extension of this program at the $75 million level is being 
recommended. 


PURPOSE 


The primary objective of the program is to increase the consumption of fluid 
milk by children of school age and, thereby, help to reduce the movement of 
manufactured dairy products into CCC inventories. 


OPERATION 


1. Assistance is provided, in the form of reimbursement payments, to eligible 
schools and child-care institutions to help them to inaugurate a milk service or to 
expand the existing service through reducing prices to children and establishing 
new times of service. 

(a) For schools and child-care institutions which offer milk as a separately 
priced item to children, the amount of reimbursement provided, within the 
established maximum rate, depends upon the amount by which the school or in 
stitution reduces the selling price to children and the cost of handling milk 
within the school or institution. 
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(b) For schools and institutions that do not offer milk to children as a sepa- 
rately priced item, the amount of reimbursement provided, within the estab- 
lished maximum rate, is related to the cost of the additional milk served to 
children. 

2. The maximum reimbursement to national schooi lunch program schools is 4 
cents for each half pint served in excess of the half pint served by schools as a 
part of the type A or B lunches, and 3 cents per half pint for all other schools. 

3. The maximum reimbursement to camps and child-care institutions is 3 cents 
for each half pint served. Within this maximum, payments are related to the 
cost of additional milk served. 

4. Provisions have been established to insure that maximum use of the reim- 
bursement payments is made to reduce the price of milk to children as a means 
of encouraging increased consumption. Schools, camps, and child-care institu- 
tions where milk is not offered to children as a separately priced item must 
submit for approval the specific methods and practices by which they will 
increase milk consumption under the program. 

5. The program is administered within the States by State agencies to the 
greatest extent possible. Funds for reimbursement payments are advanced to 
State agencies in amounts consistent with anticipated program needs. 


SELECTED EXAMPLES OF RECENT PROGRESS 


From 1956 to 1957 the number of participating schools and institutions in 
ereased from 62,266 to 71,239. The number of one-half pints of milk reimbursed 
oe 


increased from 1.394 billion in 1956 to 1.753 billion in 1957. During this same 
period, expenditures rose from $45.9 million to $61 million. 


Spec al ” ilk progran N imbe rol half-p nts of milk ePIimMmows: ed 
' 
Mi 
‘ Ww 
July fO0, 920 1. 839. 000 
August 170, 343 t 1, 000 
Septem De 2 407, Ost 48 308. OOO 
October 163, 420, 081 3 3, 000 
Novermbe 155, 067, 042 194. 354. 000 
December 118, 664, O4/ 146, 9 wo) 
January 167, 159, 997 )7 74. 000 
February 168, 492. 38] 19 i) 
March 162, 857, 611 108, 730, OOO 
April 157, 340, 730 181, 471, 000 
May 157, 477, 343 R8, 184, OM 
Jun 37, 774, 564 $8, 221, 000 
I 1, 394, 223, 94¢ l » ARO ”) 


Legislation providing for the full participation of nonprofit Summer camps 
was enacted too late in the year to permit the Department and the States to 
fully inaugurate the program during the 1956 summer camping season. Ex- 
perience, thus far, in child-care institutions indicates that the potential for in- 
creased milk consumption among such institutions is relatively less than in 
schools. In April 1957, 638 child-care institutions, with a total enrollment of 
approximately 43,500 children, were participating in the program 

Tables I and II which follow report by State the operations for 1957 and 
estimated obligations for 195s. 








TABLE 


state 


Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Hawai 
Idahe 
[llinoi 
Indiana 
Iowa 

Kans 
Kentucky 
Louisiana 
M ine 


Mar 


viand 


Massachusett 
Mi gan 
Minnesota 
Mississipp 


Missouri 











Montana 
Nebraska 
Nevada 


New Hampshire 
New Jersey 
New Me cLCo 
New York 

North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
lennessee 
Texas 

Utah 
Vermont 
Virginia 
Washington 
West Virginia- 
Wisconsin 

W yoming 


Total. 
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Preliminary report of 
operations, fiscal year 1957 


Number of 

outlets par- 
ticipating 

(March, peak 
month 





19 
2, 28% 
4, 168 
2, 43¢ 
1 2: 
R190 
iw 
$35 
1, 206 
503 
4, 341 
1. WUF 





8 pe cial mi 


Estimated 
number of 
half-pints of 
milk reim- 


bursed 


Viillion 
27.9 
4 
15.5 
179.4 
14.7 
12.3 
31.2 
$1 
1.7 
129. 9 
37.6 
39.3 
19. 6 
10.8 
5S 
1). 2 
75.0 
107.4 
409. ( 
21.3 
16.1 

5 

l 

i 
10. 4 
15.3 
203. € 
30.7 
109.3 
18.6 
11.3 
83. 6 
7.8 
10. 5 
5S 
40.9 
49. 2 
1.7 

3 
32.9 
Q & 
69.3 
3. 4 


lk 





progran 


Estimated 
Federal ex- 


penditure 


610, 77 
411, 500 


501, 800 





79R, 271 
$27, 275 
711, 860 
tA mds 
142 5 
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TaBLeE II.—Special milk program— Estimated obligations, fiscal year 1958 





Stat Total avail- lo State l'o individua 
ible iwencies outlets 

Alabama $1, 048, 126 $998. 800 $49, 326 
Alaska ; 16, 580 16, 580 |_. 
Arizona 354, 049 280, 501 3 548 
Arkans is 671 S48 627 650 44, 198 
California 5 952, 650 5 O52. 6M 
Colorado 551. 980 479. 800 te 
Connecticut _ _- 627, 000 627. 000 
Delaware 201, 865 187, 422 14 
District of Columbia 383, 106 383, 106 
Florida 1, 005, 65 924, 209 $1, 359 
Georgia é yy shh, SOO tit 
Hawaii 165, 516 115, 156 0, 360 
Idaho 191, 541 177, 079 14, 462 
Illinois 5. O84. O48 5, O84, 948 
Indiana 1, 507, 000 1, 507, 000 
Iowa 1, 581, 283 1, 394, 611 186, 672 
Kansas 751, 298 751, 258 
Kentucky 1, 164, 164 1, 164, 164 
Louisiana 190, 326 490). 324 
Maine 337, 678 268, 400 69. 278 
Maryland 1, 229, 620 1, 104, 770 124 
Mass achusetts 2, 657, 600 9 657, 600 
Michigan 4 4,055, 353 3, 415, 023 640. 330 
Minnesota 1. 978, 098 1, 699, 837 978, 261 
Mississipp ‘ 910, 002 910, 002 
Missouri 1, 882, 980 1. 878, 382 { 508 
Montana 156, 480 127, 030 29, 451 
Nebraska 405, 028 333, 300 71,728 
Nevada 59, 940 49, 500 10, 440 
New Hampshire 178, 495 177, 945 550 
New Jersey 1. 620, 068 1, 474, 780 145, 288 
New Mexico 562, 873 294, 473 268, 400 
New York 8. 556, 848 8, 556, 848 
North Carolina 1, 190, 949 1, 190, 949 
North Dakota 226, 958 184, 455 42, 503 
Ohio.. 4,020, 594 3 393-695 26, 899 
Oklahoma 712,714 712, 714 
Oregon 419, 997 417, 878 2,119 
Pennsylvania 3, 004, 920 2. 655, 450 349, 470 
Rhode Island 296, 278 206, 278 
South Carolina 452, 925 418, 275 34, 650 
South Dakota 327,718 288, 066 39. 652 
Tennessee 1, 541, 260 1, 461, 902 79, 358 
Texas 2 018, 500 2. 018, 500 
Utah 194, 802 178, 413 16, 389 
Vermont_. 134, 694 134, 694 
Virginia 1, 252, 951 1, 176, 822 76, 129 
Washington 1, 109, 372 1, 004, 300 105, 072 
West Virginia 385, 308 363, 000 22, 308 
Wisconsin 2, 627, 146 2, 042, 349 584, 797 
Wyoming 141, 724 141, 724 
Unallocated ! 7, 727, 923 

Total ‘ 75, 000, 000 63, 056, 344 4,215, 733 


1To be allotted as needs arise during the year 


Mr. Wurrten. What is the situation with regard to that authorizing 
legislation ¢ 

Mr. Lennartson. It runs out this year, and the Senate yesterday, 
I believe, passed a bill extending it for 3 years with the $75 million 
level of authorization. There are a number of bills that have been 
introduced in the House extending it for 2 years. 

Mr. Wuirren. How is that money actually handled administra- 
tively ? 

Mr. Lennartson. It is handled very similarly to the procedures 
we follow in the school-lunch program. 

In other words, it is very much of a decentralized program with the 
States bearing the burden of responsibility by way of administering 
the program at the State level. 
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It has been an extremely successful program following the experi- 
ences of the first year when, very frankly, we had to meet a number of 
knotty problems; but once they were straightened out, the participa- 
tion, the attitudes, the interest on the part of the school people and the 
dairy industry itself has been about as fine as we have seen in any 
program we have operated. 


BASIS FOR SPECIAL MILK PAYMENTS TO SCHOOLS 


Mr. Wurrren. In other words, what you do is allocate money to 
the schools in connection with the milk they use ? 

Mr. Lennartrson. That is correct. What we are doing, Mr. Chair- 
man, is providing a subsidy on all milk being served in the school over 
and beyond the milk required to be served under the national school- 
lunch program in the type A and type B meals. 

For instance, if a child has a half pint with his school lunch at 
noon, and he chooses to buy 2 or 3 or 4 additional half pints, those 
additional purchases will be subsidized by this program. 

Mr. Wurrren. How much subsidy is that ? 

Mr. Lennartson. We are permitting up to 4 cents in those schools 
serving full-type meals. That is 4 cents per half pint. 

Mr. Wuirten. How close does that approximate the total cost of 
the milk? 

Mr. Lennarrson. It would be well over 50 percent, between 60 and 
65 percent, depending upon the locality. 

In addition to that, the local schools in many cases subsidize addi- 
tionally so that the prices their children are paying are very low. 

Mr. Wuirren. Does it require a contribution locally ? 

Mr. Lennartson. Very definitely, 

Mr. Wuirren. What percentage is the Federal Government paying 
and what percentage are the local schools paying? 

Mr. Davis. Our average reimbursement this past year was running 
just a little under 314 cents for each half pint served, and there were 
1,800 million half pints reimbursed under the special milk program. 

Mr. Wuirren. Then we reimburse them ? 

Mr. Davis. For each half pint about as much as we contribute to the 
type A complete lunch. 


LOCAL CONTRIBUTION TO SCHOOL LUNCH 


Mr. Wuirren. My question was misunderstood, but I am glad to 
have that information. 

By and large what will the local people be putting up under the 
school lunch program as compared with what the Federal Govern- 


ment’s contribution is? 

Mr, Lennartson. As indicated earlier, the total program this year 
will-run at about $856 million. The amount the Federal Government 
will contribute in cash and commodities is estimated at $243 million or 
about 2814 percent. The balance will be provided from local sources 
of one form or another. In terms of dollar relationships, for each dol- 
lar of Federal money put up, the local community is putting up about 
$7.40 this year. 

Mr. Wurrren. Mr. Marshall. 











RELATIONSHIP BETWEEN COMMODITY DISTRIBUTIONS IN 1956 AND 1957 


Mr. Marsnauy. There is a table on page 73 of the justifications, anc 
under item 2, it states, “Commodities purchased during fiscal years 
1956 and 1957 for distribution through authorized agency. 

I note that a quantity of butter in 1957 is approximately half « 
what it was in 1956, and cheese has also dropped considerably in quan- 
titv, and I further note that the valne of the commodities in 1956 was 
$206,187.320, which dropped to a value in 1957 of $122.797.380, or 
just a little more than half. What is the reason for that? 

Mr. Lennartson. There are two reasons, Mr. Marshall. One is that 
while the purchases of butter under section 32 went down in 1957, in 
contrast to 1956, that does not necessarily mean that butter was not 
made available to participants. 

I would like to check the records. It might have been that butter 
was made available under section 416 rather than section 32 funds. 

Here is an example, however, that affects those figures. There was 
$96 million spent in 1956 on pork in contrast to $3 million spent in 
1957. That alone practically makes up for the differences between 
1956 and 1957 in the totals on that table. You reeall the situation in 
1956, I am sure. 

Mr. Marsuauy. These purchases relate to section 52 funds entirely / 

Mr. Hotmaas. Mr. Marshall, our butter moves under either section 
32 or section 416, and it may not move in the year purchased. If you 
look on page 76 at the table on distribution, you will find that 54 mil 
lion pounds moved under section 32 in 1957 as compared with 41.2 
million pounds in 1956. However, in that year—1956—more moved 
under section 416. This is also true for some of the other commodi 
ties which are obtained from CCC inventory. 

Mr. MarsHary. How much of the fund that you have available for 
section 32 purchases would you return to the Treasury last year ? 

Mr. LENNARTSON. Last year, we did not return any, as J recall, Mr. 
Marshall. In 1958, we will be returning $64 million based upon the 
budget estimate. 

Mr. Hotmaas. That is correct. We did not return any at the end 
of fiscal year 1957. This year we are now estimating that we may re- 
turn between $64 Sag and $75 million. 

Mr. Wuitten. Mr. Natcher? 

Mr. Navcuer. Thank you, Mr. Chairman. 


COMMODITIES GOING TO SCHOOLS IN 1958 


Mr. Natcuer. Mr. Lennartson, our chairman, has gone into detail 
with you in regard to the items on page 59 of the justific ations that 
were used in the school lunch program during fiscal years 1956 and 
1957. 

I received an inquiry during the past 2 days from one of my con 
stituents at Owensboro, Ky., concerning some of these items, and I 
passed it on down to you; in fact, it is in the mail now urging that the 
items used in 1957 be used today. 

Mr. Lennartson, according to this letter, last year the schools in 
Owensboro, Ky., received ample supplies of frozen hamburger meat; 
frozen turkeys, lard, pork, and gravy in cans, luncheon meat, canned 
hams, fresh cabbage, and pinto beans. And the letter states that 
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none of these items with the exception of a small amount of fresh cab 
bage has been furnished this year. Can you tell me about that / 

Mr. Lennarrson. None of the items you mentioned there have been 
furnished this year except hamburger. This year, we bought and dis- 
tributed ground beef under section 6 funds. We did not buy ham- 
burger this year with section 32 funds. 

There were some of those items vou mentioned available, from see 
tion 32 programs where it was necessary to get into the market and 
help stabilize and bolster products last year. 

Once these were distributed, and as we were not in the market there 
would be no more available. 

If they imply they only got cabbage this year, course, that is 
not correct, because we are giving them all their butter and cheese 
needs, as well as a number of other commodities. 

In addition we made available dried egg solids to them which they 
had for the first 3 or 4 months of this year as an animal protein. 
They have had these items available, but main-dish items such as 
beef, pork, the turkeys, and the shortening are not available and 
there is no question but what they miss these items. They are ex 
tremely important in menu pk inning and menu cost. 

Mr. Narcuer. That is all, thank you, Mr. Chairman. 

Mr. Wuirren. Mr. Santangelo. 

Mr. SaAntranceLo. Thank you. I note that the donated commodities 
in 1957 are about $32 million more than the donated commodities in 
1956. Were the donated commodities in 1957 used completely ? 

Mr. Lennarrson. Oh, very definitely. 

Mr. SANTANGELO. In 1958, the donated commodities will stand at 
$55 million less than in 1957, I did not understand the explanation 
you gave to the chairman, for this dropoff, and I wish you would re 
peat it so I can understand it—I am not so experienc ed in this field 
as Mr. Whitten is. 

Mr. Lennartson. I appreciate that. 

Mr. Santancero. Why is the amount of donated commodities going 
to be $55 million less than in 1957 ? 

Mr. Lennartson. It so happened that in the fiscal years 1956 and 
1957, we had a situation develop in the livestock industry, justifying 
the use of section 32 funds to stabilize prices. 

Once we enter a program with section 32 funds and procure com 
modities, such as canned beef and gravy, pork and gravy, frozen tur 
keys, and other high priced animal protein items, we have to move 
them into eligible outlets. We have used the school lunch as our 
main outlet, and in fact, we give the school-lunch program priority 
over anyone else. 

It was the necessity of going into the market in 1956 and 1957 and 
purchasing those products and distributing that created this situa 
tion in 1957 where the school-lunch programs were pretty well-taken 
care of through these surpluses which were main-dish items. 

Now in 1958, it was not necessary to enter those markets. We 
just did not have the commodities to distribute to the schools, and they 
miss them. 

Mr. SAnTANGELO. In other words, there was no obligation ? 

Mr. Lennartson. That is correct. 

21494—58—pt. 3——14 
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Mr. Santancero. And the consumption will have to be that much 
less ? 

Mr. Lennartson. Yes, insofar as donated commodities are con- 
cerned it will have that impact basically unless offset by increased local 
purchases. 

Mr. SANTANGELO. With regard to the $76,385,000 of donated com- 
modities, is that a current market price value or is it a cost value? 

Mr. Lennarrson. It is the cost value to CCC, that is, to the De- 
partment of Agriculture. 

Mr. SantTANGELoO. Is it correct to state that it is not the cost to 
the farmer, but that it is the cost to the CCC # 

Mr. Lennartson. Yes. 

Mr. SantTanGceExo. Is the cost to the CCC the same as the housewife 
and the consumer pays ? 

Mr. Lennartson. Probably less because we buy and ship in large 
quantities, whereas the consumer usually buys in small quantities 
which has a higher market value. 

Mr. SAnTANGELO. If the local communities or the State were given a 
cash item instead of donated commodities could they not purchase arti- 
cles which would be of the same protein volume or of the same quality, 
but at a lesser price; would they not be able to pure ‘hase substitutes at a 
lower price than that which you pay through the CCC. 

Mr. Lennartson. In other words, if they got the butter money in 
terms of money, they could probably 

Mr. SantancGevo. They could buy the olemargarine / 

Mr. Lennartson. Yes. 

Mr. Santancevo. And they could buy the oleomargarine for about 
30 cents a pound, whereas they have to pay about 80 cents for the 
butter. 

There is quite a disparity between what you pay of more than 24% 
times. 

As a matter of fact, I asked my wife this morning what she was 
paying, and that is what she told me. She buys both. It is about 
SU cents a pound for butter and about 32 cents a pound for oleo 
margarine. 

AVERAGE REIMBURSEMENT RATES 


The chairman asked you to go back to 1950 for the subsidy that 
was given in the school-lunch program; and I think the highest 
amount that you gave was in the range of 4 cents or 5 cents. 

As I understand it, this program goes back to 1946, and I am in- 
formed that at one time the average amount was about 9 cents per 
pupil. Isthat correct ? 

Mr. Lennartson. Nine cents was the maximum rate per meal served, 
the highest average we have a record of here, and that was in 1947- 

Mr..SantanceLo. What is that ? 

Mr. Lennartson. That was 6.8 cents per meal. 

Mr. SANTANGELO. So, between the highest in 1947 until today, you 
have a drop of about 314 cents per meal ? 

Mr. Davis. I might explain that figure a little bit, Mr. Lennartson. 

a at figure you just quoted was an average for all types of meals, 
the A and the B and the C—milk only—and so forth. Actually, the 
maximum, I believe, that you referred to was paid pretty generally 
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in 1947 for the full meal. We were able to pay up to the maximum 
limits. 

Mr. Santancevo. That is 9 cents per pupil ? 

Mr. Davis. Per meal: yes, sir. 

Mr. Sanraneero. Is the 6.7 an average? If so, what average is 
that? 

Mr. Lennartson. That shows an average of all of the lunches. 
There are different types of meals—the full meal with all the neces- 

sary proteins. Some schools merely served a glass of milk, but I 
was saying the 6.8 was an average on both the complete meal and 
the others. 

Mr. Davis. The maximum payments ran to 9 cents for a full meal, 
7 cents for the ty ype B meal, which is not quite a full meal, and 2 
cents for the type C which was milk only, and actually in all three 
types we were paying in most instances those maximums. 

When you average it all together, you come out with the average 
payment of 6.7. The difference between that and the 1957-58 fig- 
ures that we gave you a while ago is that about 97 percent of all the 
meals now are type A, so that the average reimbursement that was 
given for 1957 more nearly approaches what is paid on a full type A 
meal now, and, as I mentioned, in 1947 we were generally paying the 
maximum of 9 cents for that same meal. 

Mr. SANTANGELO. Type A meal ? 

Mr. Davis. Yes, sir. 


COMPARISON BETWEEN SIZE OF PROGRAM IN 1947 AND 1957 


Mr. Santancexvo. The total amount of contribution in 1947 was 
creater or less than the total amount of contribution in 1957? 

Mr. Lennartson. Federalwise ? 

Mr. SANTANGELO. That is correct. 

Mr. Lennartson. In 1947, the cash payments were $62 million in 
contrast to the $83.9 million in 1957; and that was distributed among 
the number of people participating in the program rather than total 
population of schoolchildren participating in the program. 

Mr. SANTANGELO. What were the figures with regard to the number 
of schoolchildren participating in the program in 1947 as compared 
to those in 1957? 

Mr. Lennarrson. Just a little over 5 million children in 1947 con- 
trasted to an estimated 10.5 million in 1958. 

Mr. SantanGe.o. And so there are about 1014 million now partici- 
pating in the school lunch program 4 

Mr. Lennartson. Just about doubled, yes; a little over doubled. 

Mr. SAnTANGELO. So we have actually almost doubled the amount 
of people participating in the program, and we may be receiving 


$93.7 million more reimbursement, which amounts to about one-third 
more reimbursement / 


Mr. Lennartson. That is right. 

Mr. Sanrancero. Thank you, sir. 

Mr. Wuirren. Mr. Andersen, I understand you have a number of 
questions, 


USE OF SECTION 32 FUNDS 


Mr. ANprersen. Mr. Chairman, I have a rather extended list of 
questions to ask, and I would like to ask those, if I may. 
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Dr. Paarlberg, at one time when we were discussing the Foreign 
Agricultural Service, it was brought out that in using section 32 
money, you pay the cost of overseas market development, especially 
under the 480 program. 

I personnally see nothing wrong with doing aig if the money is 
used to open up new markets for our surpluses, but here is one point 
that bothers me: The Department is willing on the one hand to spend 
section 32 money to bring about the movement of commodities which 
are principally Commodity Credit C orpora ation stocks, and therefore 
not of any immediate benefit to the producer 

From a long-range vie wpoint, of course, it will eventually help pro 
ducers, if we could use enough of these commodities to have a good 
effect on the domestic market, but at the moment the benefit is mainly 
to the Government and through the 480 programing. 

[am saying that as differentiating from the basic purpose of section 
32. What disturbs me about all of this is the fact that the De partment 
is willing to spend section 32 money for these administrative pur 
poses: but, at the same time, the Departme nt appears to be unwilling 
to spend these funds, referring to section 32 funds, for the primary 
purpose for whic h they were made available, and that is definitely in 
the interests of the producers. 

That is what the law is based upon. 

Now, I want to ask you this question: Just how much section 32 
money have you spent so far this school year 1958 in a purchase pro 
gram to help producers and how much had you spent in this period 
last vear ¢ 

Mr. Paartrerc. I will have to ask Mr. Holmaas to answer that. 

Mr. Anpersen. Whomever you want to answer it. I just want the 
answer. 

Mr. Hotmaas. Our total obligation for commodity program costs 
through December 31 was $781 5 million this fiseal year. 

I do not have last vear’s figures here broken down for the first half 
of the year: however, for the year as a whole—that is, for the fiscal 
year 1957—for commodity program costs we obligated $137.6 million. 

Mr. Anpersen. You are speaking of the expenditures out of section 

funds in its entirety ? 

Mr. Hotmaas. Yes, for section 32 commodity costs. 

Mr. Anpersen. What was that figure ? 

Mr. Hotmaas. $137.6 million. 

Mr. Anpersen. You state on page 58 of the justifications that $131, 
972,000 worth of donated commodities were made through the school 
lunch program. 

Mr. Ho maas. That is correct. That is the value of distribution to 
the school-lunch programs. 

Mr. Anpersen. The difference between the two figures—is that the 
amount you spent abroad in aiding and administrative expense or 
getting rid of surpluses abroad. or how does that account for that 
difference ? 

Mr. Hotmaas. The difference in any year between the school-lunch 
distribution and the current year’s procurement is affected by two 
factors. 

The principal factor is the distribution through welfare organiza- 
tion and to institutions and for needy people domestically. The see- 
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ond factor is that the donated commodities referred to include section 
$16 distribution. Further, the money figure that I quoted includes 
other commodity program costs such as diversion payments on potatoes 
where we did not actually purchase the commodity. 

Mr. ANpERSEN. You were just now talking about the fiscal year 
1957 in the figures you just gave me? 

Mr. Houmaas. Yes. 

Mr. AnperRsEN. What is the picture in 1958 / 

Mr. Lennartrson. We estimate it will be about the same. 

Mr. Hotmaas. For the first half of fiscal year 1958, we have obh 
gated $7814 million for program costs. 

Mr. ANpERSEN. What have you obligated that $7814 million for? 

Mr. Hotimaas. Citrus fruit purchases: dates—a diversion pro- 
gram—a very small amount for eggs which is really carried over 
under commitments from last year’s program; potato diversion and 
dairy products. 

Mr. Anprersen. How much dairy 4 

Mr. Houmaas. $71.3 million for dairy purchases and also peanut 
butter purchases of roughly $868,000, 


PURCHASES OF DAIRY PRODUCTS UNDER SECTION 32 
Mr. ANDERSEN. Now let us get to your figure on dairying. You 
are telling the subcommittee that of that 1958 figure you were obli 
gating approximately $72 million for the purchase of dairy products / 
Mr. Ho~mmaas. Yes. that is for the first half of the fise al year only. 
Mr. Anpersen. Is the first half of the fiscal yvear—how does that 
compare with the previous fiscal year on dairy products s? 

Mr. Hotmaas. For the previous fiscal year, we obligated unde 
section 32 a grand total of $55.4 million for the full vear for dairy 
products. 

Mr. Anpersen. You are buying then more this fiseal year, is that it / 

Mr. Houmaas. Under section 32 / 

Mr. ANprerRsen. Yes, = section 32 of dairy products. 

Mr. Hotmaas. Yes. But I should repeat, as I pointed out to Mr. 
Marshall, that dairy products moved in large quantities under section 
416 last year, so that when you look at the total distribution figures, 
they are much closer together than the procurement figures under 
section 32 would indicate. 

Mr. Anprersen. Now can you tell me this: on page 59, section 32, 
butter, you show 18 million pounds distributed to the school-lunch 
program in 1956. 

Fiscal year 1957 you distributed 36 million pounds, How many 
million pounds do you estimate will be distributed in the school-lunch 
program In fiscal 1958, and we are speaking about butter ? 

Mr. Davis. It should be about the same when sections 32 and 416 
are taken together. 

Mr. Garper. It would be about 55 or 60 million. 

Mr. Lennartson. It is about 60 million pounds that the schools 
get each year. 

That may come from section 32 funds or section 416. The im- 
portant point that you want to get at is that schools will get all the 
butter they require this year from either source, from section 52 or 
416. 


) 
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Mr. Anpersen. That is the point I wanted to get at. If you can 
assure me that everything is being done in order to give to the school 
lunch and related programs not only butter but cheese and egg solids, 
J would think that perhaps the Department is doing what it can toward 
making this a very good program. 

I am disturbed frankly, Mr. Lennartson, you made the statement 
that beef, pork, and eggs are not in such an economic position as 
to be conducive to purchases under section : 

I think you made that earlier here today aikpen not ? 

Mr. Lennartson. Yes. 

Mr. Anpersen. I agree with you on beef and pork, but how can you 
say that about the egg situation ? 

Mr. Lennartson. It probably is not as clear on the eggs. 


STATUS OF EGG, TURKEY, AND MEAT PROGRAM UNDER SECTION 


Mr. Anversen. I want to ask you if there are any shell eggs avail- 
able for distribution for the school-lunch program—do you have any 
for distribution ? 

Mr. Paartperc. We have no eggs. We have no current program on 
shell eggs. 

Mr. Anpersen. That is my understanding. You have a little egg 
solid ; do you not ? 

Mr. Lennartrson. Yes. There is some of that. Nearly 5 million 
pounds were distributed to the schools early this school year. 

Mr. ANDERSEN. No meat ? 

Mr. Lennartson. No meat under section 32. 

Mr. Anpersen. No turkeys? 

Mr. Lennartson. Noturkeys. 

Mr. Anpersen. My question is this: I think the earth and 
; do not know who is responsible for taking this type of advice, 
but Be oe the Department is falling down on the job from two angles, 
when, in the first place, last August and September they refused to ge 
out the ere and ws Ip out turke Vy producers ; ull ft hroughout America bs 
bolstering up the turkey m: arket. 

Instead they just sat ae k and let the turkey producers take a 
licking on the grounds that the situation is not quite bad enough, 
gentle men, to do anything about it. and as a consequence, thousands 
of school children throughout America do not have access to any of 
this good turkey meat, which they could have had right now had the 


Department done what they are supposed to do, u 1 My opinion, and 
that is look at the intent of the Congress under section 32, and the 


get in and bolster the agricultural prices when eennars, 

I do not know who is responsible for it, so I am not putting the 
finger on any of you gentlemen. I know you are doing the best you 
can, but I am t: alking r about the policy of the Department when they 
will stand by and see my turkey producers suffer losses of millions 

“3 dollars when the market is tempor: arily glutted instead of tin 

1 there and making a little turkey 
to the schoo] WMT ny progr: am and a 


pure hase. which would give meat 
t the same time help my turkey 
producers get millions of dollars of income to which they are entitled. 

I say when the Department does not do that, they are not doing 
their duty. I say that when the best eggs back in my area only bring 
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28 or 29 cents a dozen, gentlemen, I say when the Department replies 
to my request that they step into the egg market and buy some of those 
good shell eggs, when they refuse to do it, they are not only harming 
the schoolchildren of the’ country but also the farmers of the great 
Midwest area in not try ing to do what they should do in bolstering up 
the market via the section 32 route. 

I was very much dieappointed to get a reply just lately from the 
Department of Agriculture to the effect that their advisers tell them 
that they did not consider it appropriate. I heard the same thing 
last fall about turkeys. Their advisers did not consider the situation 
such as to require them to get in and help in order todo what? Toward 
supporting the price le vel that I think my producers are entitled to 
under the law, and even though this is the only place we can get in 
under section 32, this is the only spot we have got to get in and help 
such a thing as perishables. 

You gentlemen, of course, know that, and yet we come and ask 
the Department to do it, there is always some excuse, some good 
excuse, Mr. Chairman, why they cannot do it. 

[ just recently sent in a request to the Department showing that 
the price of honey is down as far as my people are concerned. I have 
asked the Department that they get in there and bolster the market, 
get in there and buy a few million pounds of honey to help out this 
market, and, ge ntlemen, they just seem to sit down and do nothing. 

That is another reason I have the conception I do of Mr. Ezra 
Benson’s ability. 

I think he is not in there doing what he can, which he would do if 
he really had the welfare of the farmers at heart. 

He should be down there in the De partment of Agriculture working 
on this problem today instead of going back and he aving an argument 
in Minneapolis after making a speech. 

Mr. SANTANGELO. May I interrupt to ask a question ? 

Mr. ANDERSEN. Yes. 

Mr. Santancero. Do I understand you to say that after the re- 
quest you made that there is a shortage of turkeys for the school- 
children ? 

Mr. Anprersen. Mr. Santangelo, they have had no turkey for dis- 
tribution through the school lunch program this fiscal year simply 
because of the shortsighted policy of the Department in refusing to 
get in and help. 

Mr. SanraNcevo. Is that true that there has been no turkey for 
distribution through the school lunch program ? 

Mr. Anpersen. That is correct, is it not, Mr. Lennartson ? 

Mr. Lennartson. Yes, for fiscal year 1958 that is correct. 

Mr. Anpersen. And yet they did have a program in that regard 
the previous year. 

Mr. Santancero. As I see from the jus stification sheets, they had 
about 22 million pounds of turkey in 1957. 

Mr. Anprersen. That is correct. 

Mr. Santancero. And there is nothing for 1958. 

Mr. Anpersen. None available for distribution, Mr. Santangelo 
in 1958. 

Mr. Santancevo. And at the same time the turkey producers here 
take a beating in the prices of turkeys. 
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Mr. Anpersen. Just like today, my egg producers are taking a 
be: ating with regard to the pr ice level ‘of eggs. They have recovered 
a couple of cents the last month, but in the meantime, and here is the 
thing I cannot understand, the Department sits back and refuses to 
doa thing when just by getting in and making a small purchase, maybe 
two or three hundred thousand dollars worth or half a million dollars’ 
worth, maybe they can boost the general price level during that same 
period to the producer by $15 million or $20 million in receipts out of 
the markets, just by a little psychological purchasing when they should 
get in there. 

Mr. Saranceo. Will you yield for another question 4 

Mr. ANDERSEN. Yes. 


CURRENT AVAILABILITY OF SECTION 32 FUNDS 


Mr. SANTANGELO. Were there sufficient funds under section 32 funds 
to pay the price? I want to ask this question: How much money is 
available now under the section 32 figure ? 

Mr. Paartperc. I cannot give it to you offhand. 

Mr. SANTANGELO. Let’s try to get it in right now. How much 
money is left in the section 32 fund as of this date ? 

Mr. Horamaas. The total available in the Department of Agricul- 
ture for fiseal year 1958, after the statutory transfer to the Depart- 
ment of the Interior, was $514,175.859. 

Mr. SantTance.o. How much of that is available for expenditure 
this fiscal year ¢ 

Mr. Lennartson. All of it. 

Mr. SANTANGELO. All of it is? 

Mr. Lennarrston. Yes. 

Mr. Anpersen. You have got the sum of $ np? million available : 
this time to get in and support the price level if the edvbaents So 
decides ? 

Mr. Lennarrson. Yes, sir. 

Mr. Anprersen. Then may I ask why the devil the Department does 
not get in there and do something : bout it ? 

Mr. PaariBera. You are, of course, talking about egg 

Mr, AnpersEn. No, let’s not just talk about eggs. Now we have a 
very good suggestion from Mr. Santangelo who brought it up. 

You say we have $514 million available for expenditure : that 
now ; is that right? 

Mr. Paarzperc. Yes, sir, for the current fiscal year. 


— 


I 
Is 


POLICY DETERMINATIONS UNDER SECTION 32 


Mr. ANpERSEN. I wonder on whose advice that the policy has been 
made that there should not be a more generous expenditure of those 
funds as long as they are supposed to make expenditures where they 
will help the farmers. 

Where is that decision made? 

Mr. PaartpereG. That is a matter that is taken up at the Department 
level in the Commodity Credit Corporation Board. 

Mr. Anpersen. In the CCC Board? 

Mr. Paaripera. Yes, sir. 
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Mr. ANperseN. Who advises them on that policy ¢ 

Mr. Paartperc. We get advice from many sources. We get advice 
from our technical people i in the Department; we get t advice from the 
Commodity Credit Corporation Advisory Board; ‘and we get counsel] 
from national agricultural advisory groups, and we get advice from 
the commodity organizations and from some of the general farm 
organizations, and from individual producers and from Congress. 

C ertainly, there 1 is no lack of counsel. 

Mr. AnperseN. Do you mean, Mr. Paarlberg, to tell me that their 
collective advice is that the Department should go slow about making 
any of these investments in agricultural commodities which are down 
in price level ? 

Is that the general et. by those people ? 

Mr. Paar.perc. We get a variety of advice. 

Mr. ANDERSEN. It seems to me that with $514 million in the fund 
that somebody haaka give you the authority to administer it, to get 
in there and utilize at Jeast $250 million in pulling up the price level 
on these commodities in which the price level is too low for every- 

body’s good, and I refer now especially to eggs. 

Mr. Paariperc. There is no departmental policy under the CCC 
programs or on these section 32 expenditures of being very open- 
handed in our expenditures or of bemg the opposite. The policy is 
developed for each program separately in accordance with the general] 
circumstances surrounding the particular commodity at the time. 

Mr. Anpersen. Yes, that is so in every case to my own personal 
experience. First of all, I get turned down on turkeys last fall; then 
I get turned down on eggs in January. 

do not know how I will do on honey now, but I do not imagine 
that it will be very good. 

1 am not asking the Department to run hog wild on this, but there 
is an element down in the Department, gentlemen, that does not seem 
to know how much good the price-support program can really do, 
if it is operated with the viewpoint of helping only one person, and 
that is the producer. 

I think in this Department of Agriculture today that we are giving 
too much weight to processors. I have the last year come to this con- 
clusion, gentlemen, and I do not see why they ‘will not listen a little 
more to the farmers’ representatives from the Midwest as exemplified 


by some of these farm Congressmen who certainly know the condi- 
tions in their areas. 


POLICY ON EGGS AND TURKEY PROGRAMS 


You would not say that 28 cents a dozen for grade A eggs is a good 
price, would you, back in Tyler, Minn. ? 

Mr. SanrAnceto. I would like to have that price for the consumers 
in New York. 

Mr. Paarueerc. I would like to see the price higher for the pro- 
ducer. 

Mr. Anpersen. I know you would. I talk to you often enough. 
I am not criticizing you or Mr. Lennartson and Mr. Garber. I am 
just trying to get something on this record about this, and I am say- 
ing that there is something wrong when the Department will not co 
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what it is supposed to do, and that is to expend some of this $514 
million to help the producer 

I am just getting enough of it, and I want this in the record to 
show that I do not feel too sie cho it, especially when I have my 
turkey producers, when | have my egg producers, and every farm 
woman in the State of Minnesota taking considerably less than she 
should when she goes to the market with her eggs. 

Mr. Marsnau. It seems to me that at the same time when you go 
home and ask your people why they do not have these funds, they say 
they cannot get these funds. 

Mr. ANpersen. Mr. Marshall, neglect or malfeasance in office of 
the Department of Agriculture in not doing what it is supposed to 
use section 32 funds for, and in my opinion section 32 was created, 
gentlemen, for the Department to do its utmost to help the price level 
on agriculture, wherever perishables were down below a fair level. 

Mr. Paaripere. And it would be my idea and the Secretary’s 
idea—— 

Mr. Anpersen. Then what is wrong? What is wrong that we can- 
not get to whoever makes the policies in our Department of Agricul- 
ture ? 

We have got a lot of good men down there. There must be some- 
thing wrong down the line, and there must be somebody who says no 
when he should say yes. 

Am I getting my point across? 

Mr. Paaruperc. You are very clear. I do not have any difficulty 
understanding your point. 

I would like to say something first on eggs. I know what has hap- 
pened in the early months for this year. That is that we have had 
low prices for eggs during the early months of this year, but there 
has been an increase in the chick placements, which indicates that 
although the prices are not as high as I would like to see them, never- 
theless, they are high enough to stimulate some added chick place- 
ments. 

We are now in the time of the year when farmers are considering 
whether they should put in a larger number of chicks or whether they 
should not. 

If in a section 32 program, we should materially boost the price of 
eggs, we would encourage farmers to place additional chicks, and very 
likely, Mr. Congressman, we would be in a more grave difficulty a year 
from now than we are now, and we are likely to be with the picture 
as it is developing on chick placements now. 

Mr. Anpersen. What do you mean, how do you define the word 
“material”? Would you say 6 cents a dozen is material? 

Mr. Paartpera. Yes, but I do not think we could have that much 
effect with these programs. 

Mr. Anversen. Do you think raising from 28 to 34 cents for first- 
class eggs would ruin the poultry market a year from now? 

Mr. 7 \ARLBERG. I think it would increase chick placements 

Mr. Anpersen. If you go on that policy, then the Dep: irtment could 
think up a good reason for not having any price-support program at 
all in any crop whatsoever, along your line of reasoning. 

Mr. Paartperc. Yes, if you would not balance that with com- 
monsense, but if you balance your facts on prices with other facts, 
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then you can move in at the proper time. I think, Mr. Congress- 
man, that section 32 can be and should be used so as to prevent prices 
from going to levels which would result in these great fluctuations 
up and down in prices of perishables. I think it should be so used, 
and we are trying to use it in that manner. To some extent we have 
succeeded. Perhaps, to some extent we have not succeeded. 

Mr. Anpersen. You did a good job on the egg market last year. 

Mr. Wurrren. This committee had to point it out in its report. 
It took months and months, and it took a report to get them to move. 

Mr. Anpersen. That is what makes me impatient, Mr. Chairman. 
The same thing is true of the turkey situation. I said it originated 
with the committee discussion—— 

Mr. Wuirren. Yes, and the report of the committee. 

Mr. ANpersen. On the turkey situation, I have it on pretty good 
authority that the Secretary listened to the wrong group of advisers 
and decided what to do as to the turkey market. 

Mr. Wuirren. This year? 

Mr. Anpersen. This year; yes. There is no use to step into the 
turkey market now because the turkeys are out of the hands of the 
producers, but last fall when the farmers had anything up to 2,000 
turkeys on their place at 2, 3, 4, and 5 cents per pound under what 
they had reasonably hoped it would be, and that money represents 
the profit usually, they had a right to, and I thought it was the intent 
of section 32 that the Government should step in and do something 
about it by a little judicious buying. 

I cannot agree, gentlemen, with your theory that trying to raise 
2 or 3 or 6 cents on a dozen on the price of eggs back through my 
area can have any great effect on the number of chicks purchased 
this ee ing or your laying hens next fall. 

If we take that and try to boost it up around 40 cents, yes, but 
you are hot going to wreck the market in the future by putting it up 
from 28 to 34 cents. 

Mr. Paarveerc. I do not think we have enough influence to put 
it up that high. 

Mr. Anpersen. Yes, but remember that for every cent a dozen 
you raise these eggs—it would be interesting if you would develop 
and bring up here as a part of the justifications just what a raise 
of 1 cent a dozen could mean to the producer in a short month. 

After all, I bel lieve poultry and egg producing is the third largest 
common agricultural endeavor. 

It is around $5 billion altogether. I think that there has been a 
great 7" ‘al of help on dairy products, and it seems simple to me that 
that great segment of our agricultural industry should not be more 
or hoses 5 neglected. 

I want to see what can be done toward helping these other seoments, 
gentlemen, but I am frankly disgusted with the Department of Agri- 
culture down here, in which I know there is enough brains to figure out 
the right thing to do without consulting those processors. 

As far as I am concerned, I would keep those processors away from 

Department of Agriculture for the next 6 months, and not even 
et them FO into the door and see if it would not react to the welfare 
of the producer. 
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We have got se many of these committees floating around advising 
the Secretary and the Under Secretary, and I am just afraid that 
they are advising them wrongly in view of the commodities that we 
should have mar ket-pri ice supports on all along. 

I think, gentlemen, we are fast approaching disaster, a disaster 
period for agriculture. I see it on my own farm. 

I will say on the record that many things, and a good portion of the 
things done in the Department, I am in full agreement with, and we 
have a splendid group of men and women down there in the Depart- 
ment, but on this price support angle, I think you are definitely wrong. 

Here they have a kitty, so to speak, Mr. Chairman of $514 million 
which could be utilized under the law, and you tell me that, do you 
not, Mr. Paarlberg ? 

Mr. Paar.perc. Yes, sil 

Mr. ANperRsEN. It is available today ‘ 

Mr. Paarteerc. Yes,sir. The money is there. 

Mr. ANpDERSEN. The money is there. 

Mr. Paarperc. Yes. 

Mr. AnpeErRSEN. I just wonder why they do not do something for 
the school-lunch program. 

My people in all my villages tell me, “Carl, we do not have any 
protein foods available.” 

I tell them, the Department is certainly justified in not buying beef 
and pork because that is up in price, but when it gets to turkeys and 
eggs and honey, I begin to get a little disturbed. 

Mr. Wurrren. Would the gentleman yield ¢ 

Mr. Anpersen. Yes, Mr. Chairman. 


CURRENT EGG PRICES IN RELATION TO PARITY 


Mr. Wurirren. What is thought to be parity price on eggs? 

Mr. ANDERSEN. 52 cents. 

Mr. Paarvperc. I do not have that at the moment. 

Mr. ANDERSEN. af proximately. Youcan correct me if Iam wrong. 

Mr. Wurrren. The present price is down to about 50 percent of 
parity ? 

Mr. Anpersen. The average amount on eggs in my area is around 
26 cents, so I would say we are getting about 50 percent of parity, for 
our egg production today. 

Mr. Wurrren. Even Mr. Benson advocates going down no lower 
than 60 percent of parity. It would seem to me that some money 
should go into this egg market. 

Mr. Paarieerc. Eggs nationally are now 84 percent of parity. 

Mr. AnperseN. Yes; but what about the eggs in Minnesota and 
South Dakota? You cannot—well, I will not say that, but it would 
be difficult to convince me that 26 or 27 cents average which is what 
the farm wife gets for her eggs today is anywhere right or anywhere 
near 85 percent of parity. 

Mr. Paarteerc. You mean eggs were 28 cents a dozen in mid- 
February ? 

Mr. AnpversEn. In mid-February; yes, sir. They were 26 cents a 
dozen about 2 weeks back. 
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I have acknowledged here that they have recovered that 2 cents : 
dozen, but 28 cents total, Mr. Paarlberg, is not anywhere near 80 per- 
cent of parity ; is it? 

Mr. Paartperc. Of course, the parity figures is a national figure as 
youk now. 

It is a national average, and in a surplus area like yours, the price 
is always lower compared to the national average. 

Mr. Aw~prerson. That is one of the reasons the farmers in the Middle 
West are turning against your Department of Agriculture, because 
they are being considered a second-rate part of agriculture. 

That part of the Middle West is a single hole of depre ssed price 5S. 
‘These people back east who vet up and defend him cert ainly they 
defend him. They have high-priced eggs and high-priced milk, 

Some of their things are doing well, but we do not have that 
soutl hwestern Minnesota and South Dakota and North Dakota, and 
yet we pay more for the manufactured products of the East because 
of the freight in getting to us 

I ive here, Mr. Chairman, a statement | would lke to put in at 
this pomt, please. 

(The above-mentioned document follows:) 


In discussing the section 32 and school-lunch programs we touch upon the 
finest, most humanitarian, operations of the Department. On the one hand, we 
have the section 32 program which says that these funds shall be used to help 
producers make up in part the sales or market opportunities lost due to our 
tariffs which keep dollars from going overseas for industrial goods and which 
in tur vould be used to buy our agricultural commodities. It is the intent 
of Congress that those funds shall be used whenever supply and market condi 
tions warrant their use. To my way of thinking, it is almost mandatory th 
the Department use these section 32 funds for purchase programs any time i 
‘an and not just when it is forced to do so by extreme conditions or pressure 
from the trade. 

The other side of the coin, so to speak, is the donation program under whi 
you distribute the commodities purchased with section 32 funds to the school- 
unch program, charitable institutions, needy persons, and through our churches 
to starving people in other lands. When these two operations work properly 
we do a wonderful job both for our agricultural producers and for our childret 


i 


our old folks in homes, and other needy people. But when the Department fails 
to use the section 32 funds in accordance with the intent of a Congress, then 


; 


the entire operation breaks down 


Look what has happened to the school-lunch program this fiseal year. The 
administrators out in the States and in the local school districts planned their 
programs for this school year on the basis of experience in recent years rake 
meat items, for example. In fiscal 1956, the Department distributed 64.8 milli 
pounds of meat worth $38.8 million. In 1957, 146 million pounds worth $65.7 
million: and in the first 6 months of fiscal 1958, no meat items were availal 
In 1957, you distributed 30 million pounds of shell eggs worth $8.5 million, and 


in 1958 only 4.8 million pounds of egg solids worth $5.4 million 

The point is that the people running the school lunches are without any pro- 
tein items and their budgets are short many millions of dollars. 

The cause of this difficulty is the failure of the Department to buy any of 
these items with section 32 funds. The effect is, of course, to place the school 
lunches ina very difficult position. 

Take the effect first. Just what are these people going to do in the late 
months of the present school year. Will they raise the price of the lunch, will 
they serve an inadequate lunch, or will they be forced to shut down? 


EFFECT ON SCHOOL LUNCH OF LACK OF SECTION 32 COMMODITIES 


Mr. Anperson. I want to ask this direct question as to the effect of 
not purchasing—Mr. Lennartson, I will direct this to you—section 32 
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foods. The main effect is it places the school lunches in a very difli- 
cult position throughout the Nation. 

Just what these school-lunch people are going to do in the late 
months of the present school year, I do not think is known. 

They could raise the prices of the lunch; they could serve an inade- 
quate lunch, or they would be forced to shut down as a result of not 
having any of these commodities available for distribution. 

Mr. Lennarrson. I would like to have Mr. Davis comment on that. 

Mr. Anpersen. All right. What will be the effect on the school- 
lunch program? Take the next 3 months ahead of us. 

Mr. Davis. We have had many indications that many schools will 
find it necessary or have already found it necessary to raise the price 
of the lunch to the children. 

Some of them will possibly run the danger of going into the red. 

Others will use up every bit of the oes a money, normal working 
capital, they may have accumulated and it is entirely possible that 
some of them may have to discontinue to serve these lunches at the very 
end of the year. 

However, we have also found in times like these that the local people 
will sometimes step in and through various local organizations pro- 
vide enough help to continue the program. 

Mr. AnpERSEN. Of course, we always, Mr. Davis, like to see the local 
communities get in there and do what they can to further this program. 

After all, what we are doing is start the project, create a nucleus 
around which the local people can build a program, but it does make 
it very difficult for them to operate, as long as they do not have turned 
over to them the surplus commodities, does it not? 

Mr. Davis. That is correct. 

Mr. ANnpersEN. I am speaking mainly of these high-protein foods? 

Mr. Davis. Yes, that is right. 


PURCHASE OF TURKEYS 


Mr. ANpERSEN. I want to ask this question of Mr. Paarlberg. | 
want to get an answer in the record for three questions. 

I would like to ask why the Department of Agriculture denied our 
request that turkeys be bought last fall when the bottom dropped out 
of the market, and please place a reply at your convenience in the 
record. I want their official decision on the matter 

(The reply referred to is as follows :) 


STATEMENT ON TURKEYS 


The Department purchased 27 million pounds of turkey during September 
and November of 1956 at a cost of a little over $10 million. Production that 
year was at the record level of 76.9 million head, or 17 percent above a year 
earlier. Producer prices declined sharply from a year earlier because of the 
very heavy supplies. During the major marketing months in the fall producer 
prices averaged 4.5 cents per pound below the same period in 1955. Purchases 
were discontinued at the end of November 1956 because the surplus supply of 
turkeys had been removed from the market, as was evidenced by a sharp 
advance in prices. The price advance came at a time when the industry was 
making plans for the coming year’s production. Realizing this, and with data 
which indicated that breeders of turkeys intended to hold 16 percent more heavy 
breeder hens for 1957 production than a year earlier, the Secretary issued a 
Statement (copy attached) urging the industry to reconsider its plans for 1957 
production. He pointed out the danger of another year of production in excess 
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of consumer demand at reasonable prices to producers. He also pointed out 
that the “turkey industry cannot count on Government buying in every year as 
a part of their market outlet.” 

As the 1957 spring poult hatch developed, indications pointed to a substantial 
increase in production. This possibility, and the resulting danger, was empha- 
sized by the Secretary in a release dated June 4, 1957 (copy attached). In 
this release the Secretary pointed out that the poult hatch was exceeding a year 
earlier and he urged an immediate cut in hatchery output. He again cautioned 
the industry that they could not count on Government buying. The production 
of late poults dropped off sharply, as the Secretary had requested. As a result, 
the 1957 crop, although 5 percent above the record of the previous year, was 
much smaller than had been expected earlier. Heavy new supplies, however, 
plus a record carryover of turkeys in storage, caused prices to continue at a low 
level throughout the early months of 1957 and resulted in a price break in July 
as producer marketings began to increase seasonally. In mid-July producer 
prices had declined to 22.1 cents per pound which was 6.5 cents below a year 
earlier. The July price break precipitated a number of requests by members of 
the industry for another Government purchase program. A number of discus- 
sions were had on the subject between industry and Department people and it 
became evident that there was no unanimity of opinion in the industry. Many 
in the industry realized that their surplus problems could not be continuously 
alleviated by Government assistance. It was largely because of this realization 
that requests for a purchase program were not aggressively pressed. 

The sharp advance in turkey prices late in 1956, which in large measure pre- 
cipitated the record crop of 1957, was repeated again late in 1957. The industry. 
however, is evidencing self-control. Current data shows a considerable reduc- 
tion in the production of early turkeys. Also, the number of breeder hens on 
farms January 1, 1958, was down 7 percent from a year earlier. Even so, there 
is a possibility of a large late crop—even exceeding this past year—unless the 
industry continues a high degree of restraint. 


DEPARTMENT OF AGRICULTURE, 
Washington, June 4, 1957. 


SECRETARY BENSON URGES IMMEDIATE CuT IN TuRKEY HATCHERY OUTPUT 


Secretary of Agriculture Ezra Taft Benson today urged the turkey industry 
to sharply curtail the hatch of turkey poults during the remainder of the season 
to avoid production of a crop in excess of consumer demand at reasonable prices 
to producers. 

The poult hatch through April was up 8 percent, and eggs in incubators May 1 
indicate the May hatch will likely be up about 3 percent. If so, the hatch during 
the first 5 months of 1957 will be up about 3.6 million birds more than during 
the same months last year. 

The turkey industry experienced a relatively unprofitable year in 1956. The 
Department came to the assistance of producers by purchasing approximately 26 
million pounds of surplus ready-to-cook turkeys. These turkeys were subse- 
quently used in the school lunch program. Even with this assistance, prices 
received by producers were the lowest in several years, and averaged only about 
70 percent of parity during the major marketing season. 

The Secretary again cautioned that “the turkey industry cannot count on Govy- 
ernment buying in every year as a part of its market outlet. Instead, all opera- 
tives in the industry—breeders, hatcherymen, and turkey growers—should make 
every effort to avoid overproduction for better returns in the open market. This 
could be done,” he said, “by sharply reducing the setting of turkey eggs by early 
June.” 


DEPARTMENT OF AGRICULTURE, 
Washington, November 28, 1956 


SECRETARY BENSON UrGES REDUCTION IN TURKEY BREEDER FLOCKS 


Secretary of Agriculture Ezra Taft Benson today urged turkey breeders to 
reduce the number of breeder hens they are planning to hold back for the pro- 
duction of hatching eggs and turkey poults in 1957. 

The Secretary cited Department reports of breeders’ intentions to hold 16 per 
cent more heavy breeder hens and 3 percent fewer light breeder hens for the pro- 
duction of eggs and poults in 1957. In October, a 31 percent increase in the 
number of turkeys tested for pullorum disease also was reported. 
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“These reports,’’ Secretary Benson said, “point to the possibility of an outsize 
production of turkeys in 1957, in excess of consumer demand at reasonable prices 
to producers. The prices of hatching eggs and turkey poults may be low, but 
cheap poults do not mean profitable turkeys.” 

Since late September the United States Department of Agriculture has been 
buying turkeys for school lunch and institution use in an effort to stabilize prices 
for the biggest crop of turkeys ever produced. Purchases through November 23 
totaled 27,114,000 pounds. Even with this assistance, prices received by pro- 
ducers have been the lowest in several years. 

Secretary Benson said that “the turkey industry cannot count on Govern 
ment buying in every year as a part of their market outlet. Instead, all opera 
tives in the industry—breeders, hatcheymen, and turkey growers—should make 
every effort to avoid overproduction for better returns in the open market.” 


PURCHASE OF EGGS 


Mr. Anpersen. And, secondly, I would like the answer to this ques- 
tion: Why did the Department of Agriculture turn down my request 
that they enter the egg market last month so as to help the market 
improve in the general area of western Minnesota, and at the same 
time make these commodities available for the school-lunch program ? 

I would like an answer on the record. 

(The information referred to is as follows:) 


STATEMENT ON EecGs 

By early February the egg market in the Midwest and elsewhere had declined 
seasonally to a level which was only slightly higher than a year earlier \ 
vear ago the size and productivity of the Nation’s laying flock indicated that 
egg supplies during the spring would be larger than a year earlier, which they 
were. Currently the reverse is true, as the Nation’s laying flock is smaller than 
last year and egg supplies during the next few months are expected to be 
significantly below the spring period of 1957. In February last year the De- 
partment entered the egg market to help remove a portion of the price-depressing 
surplus which was apparent at the time and which the facts available to us 
indicated would continue through the spring period. Eggs were again in sea 
sonally heavy supply early this February but the facts indicated that this was 
a very temporary situation. The pattern of egg prices during the past month 
bear this out. Since the seasonal low point in prices early in February, Midwest 
producer prices have advanced 12 cents per dozen and are currently 17 cents 
per dozen above this time last year. Recent egg prices have Deen strongly influ- 
enced by the severe cold weather in February but the expectations are that 
prices will continue substantially above year-earlier levels during the spring 


SITUATION REGARDING HONEY 


Mr. AnpersEN. One further question, I wrote the Department the 
ther day about the market conditions facing honey. Here we cer- 
tainly have a depressed market, surplus supply, and what does the 
Department of Agriculture intend to do about it. 

If you will place the answers in the record to these three specific 
questions. ’ 

(The information referred to is as follows :) 


HONEY SITUATION 


During the past few weeks, we have had some requests from members of the 
honey industry for assistance, primarily to stimulate exports. Affirmative ac- 
tion on these requests has not been taken as cur appraisal of the situation does 
not justify the need for such assistance. 

The honey producers have the benefit of loans and purchase agreements under 
the price support program, which they can use as a means of protection, if dif- 
ficulties arise in marketing their crop. 
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Our review of the honey situation shows that exports are about normal and 
that prices have come down between 1 and 2 cents per pound as compared with 
the 1956 level which was more acceptable to producers. While prices have gen- 
erally held during the season, just recently there has been a further slight 
decline. 

While the 1957 production of 242 million pounds and the producers’ stocks, of 
December 15, of 64.5 million pounds are up somewhat over last year, they can- 
not be considered burdensome when compared with the 5-year average produc- 
tion of 244.7 million pounds, and the 5-year average producers’ stocks, as of 
December 15, of 60.2 million pounds. 

The presently estimated 1957 season average farm price for honey reflects 
approximately 97 percent of the estimated season average parity price, and 
even with the further decline of prices, it would not appear that the volume re- 
Inaining is sufficient to reduce the 1957 season average farm price below 90 per 
cent of parity. 

Again after careful review of the situation, we conclude that there is not ade- 
quate justification for the Department to extend any assistance over and above 
the price support program. 

Mr. Anpersen. Mr. Chairman, of course, these gentlemen across 
the table understand that I do not hold them responsible for all the 
failings or for what failings the Department of Agriculture has in 
the price-support. program. These men are here trying to do their 
own job and in their own sphere, but I do think we have had an in- 
teresting discussion here this afternoon, and I am glad to have had the 
opportunity to point out what I think should be done with section 32 
funds. That is all, Mr. Chairman. 


IMPORTANCE OF TIMING IN USE OF SECTION 32 


Mr. Wurrren. Lots of folks who feel that the present Secretary is 
just against the farm programs, we all have a point of view, and he 
has his point of view, but I honestly do not believe that the present 
farm program is understood by the Department of Agriculture. 

By way of illustration: In 1 1955, pork prices were very low. It had 
been apparent for some time that price levels were going to be bad. 
The Secretary announced at that time that the prices had broken 
from, as I recall it, about 20 cents a pound, to 15 cents a pound. 

He said that it had not broken enough for the Department to step 
in and buy any products. 

That runs completely counter to my understanding of the intent of 
the farm program, including the use of section 32 funds. 

As has been pointed out in the years that I heme been on this com- 
mittee, I have seen other Secretaries under those conditions announce 
that. we are watching it and they are fixing to buy. 

Actually, I have seen them, say many times that the Government 
will buy up enough to keep it on a fair basis, and frequently they did 
not have to buy any. 

I will say this: Whatever your price supports are, 60 percent or 90 
percent, it is the surplus that the Government gets. Whichever level 
you go to the surplus is what the Government gets. 

Now, by lifting that surplus early instead of late, the market will 
stre ngthen and the price will stay up. But if you let prices break and 
then you try to lift them from the bottom, it is a hopless task. 

Now, may I proceed another step further and see what we can do to 
assure proper use of section 52 funds, as we see it. 

When I first come on this committee the school lunch program was 
financed by transfer from section : 

21494—58—pt. 83——15 
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When I first became chairman, I thought that section 32 funds were 
essential to protecting the income of the farmers of this country and 
[ recommended and they agreed that the money should be appropri- 
ated for the school lunch program and that 1: the w: Ly it has continued. 

[ am now of the opinion that about the only way that we can get the 
Department to move fast enough to protect the farm prices and the 
income of the farmer is once again to transfer section 32 funds to the 
school-lunch program so that they will have to use them. 

And when these breaks in prices come, then you wind up with 
somebody getting an unconscionable profit and the consumer is paying 
just about the same amount. The consumer in Chic ‘ago or New Y ork, 
they would pay just about the same price at the retail store regard- 
less. 

. Dr. Paarlberg, I understood you to say even though eggs are sell- 
ing at 50 percent of parity, that the Department is unwilling to act 
under section 32 funds to strengthen the income of those farmers 
who are affected because you are afraid that such action may increase 
the number of chickens next year. If there is any such thing like that 
in the section 32 act or from the debates, or anywhere except from 
you, I have not heard of it. I think that this is your theory or a 
theory instituted by the Secretary. 

The purpose of section 32 is to promote the use of existing agri- 
cultural commodities and to support the price and the income of the 
existing farmers. 

However, when you hold back on your authority, because of the 
fear of next vear, then you are not acting, in my opinion, in accord 
with the intent and pur pose of the act. 

And may I say again that Iam sure that my friends from New York 
and other heavy-consumer areas will agree that these breaks in farm 
prices are not reflected in the prices at the retail level. That difference 
is taken up between the farmer and the consumer. 

Since section 32 funds are laying there dormant and are not being 
used to strengthen the prices to the farmer, to support the farmer’s 
income, I would urge that we transfer a substantial amount from the 
section 32 funds to section 6, the school lunch program, where you 
would use them to aid the school lunch program and to get this thing 
moved in time to do some good so as to help everybody. 

It appears to me that under section 32 for the last 5 years, the 
Department has been waiting until prices went down so that they 
could get a bargain. That is completely opposite to the intent of the 
act, which is to move fast so as to strengthen the market and to 
protect farm income. Now, I just cannot buy that. 

You folks are experts and we have been watching your record. 
It is wonderful to a college professor in the theoretical field but, 
gentlemen, I say this from the heart, I just believe you have com 
ple tely misunde rstood. 

Mr. Anpersen. I just want to say that I agree with you, Mr. 
Whitten. I believe that the Department is far afield from the con 
cept of the ee of the farmers in Congress—the concept 
that they feel should be taken. The Department just does not have 
or seem to have the human touch necessary to make a good operating 
program out of the price- support program, and | Say that in all 
candor, gentlemen. 
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Mr. Wuitrren. I said it earlier in the hearings and time will prove 
whether I am right or wrong. I do not be lieve that there is any way 
for the Department or the Congress to continue to let farm income go 
down like it is, without dragging all the rest of us down, too. 

I sincerely believe that to ‘be the cause of the unemployment that 
we have now. 4,500,000 are now unemployed, that is the latest Gov 
ernment estimate. If this farm picture continues as it is, it will 
grow worse. 

In my district, one of the best counties in the State of Mississippi, 
there is not a single new automobile, there is not a piece of new farm 
equipme nt bei Ing bought. 

Mr. Paarteerc. Most of that is due to bad weather. 

Mr. Anpersen.. Assuming that the weather conditions are bad, 
why don’t you do something in my area to relieve the poultry pro- 
ducers ? : 

Weather conditions have been bad but the Department refuses to 
go in there and help boost the price a little bit so as to offset what the 
farmers in Iowa and Minnesota have lost on account of weather 
conditions. 

Times are deplorable down there. I had soft corn and I had to 
sell it at 51 cents for a bushel, and it had 33 percent moisture content. 
Things are really tough down there. 

Mr. Wuirren. There is a difference of opinion, but it is a sincere 
difference of opinion and my expressions are sincere. 

Mr. Paarvpserc. In some respects it is a sincere difference of opin- 
ion. In other respects your objective is the same as the objective 
of the Secretary and his staff. 

We both want to he ‘Ip our farm people | get a better income and get 
a more satisfactory level of living. This is a sincere desire. 

There is a difference of view on the best way to approach it and I 
do not know that there is anything more that should be said on that 
matter, it has been talked about a lot and a lot has already been said. 

But the Secretary’s purpose is in general the same as yours, namely, 

help the farm people. 

Now, with respect to the second pomt— 

Mr. Anprrson. If you will pardon me for interrupting, let me say 
that I am in accord with all of you that we all have the same purpose, 
but I think you are just going about it in the wrong way. 

Mr. Wuirren. I sincerely believe that neither you nor the others 

around the Secretary understand the present farm program or how to 
make it work. 

Mr. Paarueerc. Well, the Secretary has a farm, Mr. Morse has a 
farm, Mr. Peterson has a farm, and Mr. McLain has, and a good many 
of us others. And so it is not a theoretical background that these 
gentlemen have. 

They have had a tremendous amount of experience in operating 
farms and working with farm programs. 

Attitudes and philosophies in some respects may well differ. 


GUIDELINES FOR THE USE OF SECTION 32 FUNDS 


Now I would like to address myself to another point the chairman 
made. He indicated that our concern in section 32 operations must be 
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addressed to the present surpluses and this certainly has a great deal of 
validity, but this is not the only consideration that must guide us in 
our actions. 


We operate in connection with certain guidelines laid down in law, 
one of which is the ability and the willingness of the producers to 
keep supplies in line with demand. 

We could not justify actions solely on present conditions. We 
cannot afford to ignore the effect on the next year and the year after of 
things that we do at any given moment. If we did that, we would be, 
I think, poor guardians of the trust laid upon us by the Congress and 
by the legislation that we are to administer. 

Certainly we are concerned about the present difficulties but if in 
trying to solve a present difficulty we bring about a future difficulty 


which: is far greater, that I think is a poor bargain fot our farmers 
and for everybody else. , 


So I don’t think, Mr. Chairman, that we are out of line in consider- 
ing the long-run as well as the short-run implications of a purchase 
program. aaa! 

Mr. Wuirren. Dr. Paarlberg, may I point out that what I have 

said represents my belief and my knowledge from the years I have 


served on this committee, which has included service while on this 
committee prior to the present Secretary. 

I would like to include in the record at this point, so that it can be 
made available, pages 10, 11, and 12 of our investigative report on 
section 32 funds. 

(The material referred to is as follows:) 


D. PoINTs FOR CONSIDERING THE AUTHORIZATION OF A SECTION 32 PROGRAM 
1. GENERAL FACTORS FOR CONSIDERATION 


In 1954 the USDA adopted the following standards as a general guide for 
determining eligibility of fruit and vegetable producers for assistance under 
section 32. These standards are also used by the other commodity groups in 
AMS in determining if a section 32 program should be instituted on a particular 
commodity. Although the standards were not set forth in bulletin form until 
1954, officials of the USDA advised that the same standards were actually in 
use for many years prior to 1954: 

“(a) There should be a bona fide request from a responsible group of pro 
ducers of the commodity concerned. 

“(b) The expected season average price of the commodity should not exceed 
75 percent of parity for programs involving purchase or diversion of low order 
uses. Programs designed to develop new or enlarged markets may be under- 
ti aken when season average prices are less than 90 percent of parity. 

‘(c) It should be demonstrated that marketable supplies of the commodity 
are in excess of the available markets. 

“(d) In those cases where applicable, it should be demonstrated that export 
markets have been lost or reduced, having due regard for export history and 
experience 

“(c) The commodity should be of significant importance to the economy of the 
producing area and to the income of the producers. 

“(f) From the standpoint of perishability as well as distributability the com 
modity must be subject to the adaptation of a workable program, 

“(g) Compensation for loss of crops or reduction in quality due to storm, 
drought, flood, deterioration, or other causes, is not considered as appropriate 
justification for assistance. 

“(h) Producers must demonstrate concrete effort toward keeping supplies in 
line with demand. For annually planted crops substantial compliance with 
acreage guides will be required. For perennial crops, consideration will be given 
to efforts made to withhold from the market the less desirable grades and sizes 
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of product; efforts toward expanding market capacity, as well as the reduction 
in bearing acreage. 

“(i) A substantial proportion of the crop should remain to be marketed; pro- 
grams aimed at tag-end or cleanup supplies will not be undertaken. 

“(j) It should be demonstrated that the proposed program will result in maxi 
mum benefits to producers.” 

The USDA also considers the following factors in determining the nature and 
extent of assistance to be granted, assuming that the qualifications listed above 
are met: 

“(a) The quantity of the commodity or product for which assistance is granted 
should not under any circumstances exceed the capacity of the outlets available 

“(b) Consideration should be given to the type of program which will dispose 
of the commodity under consideration for the least expenditure of funds. 

“(c) The commodity or product for which assistance is granted must be of 
acceptable standard grade and quality. No assistance will be given for sub- 
standard products. 

“(d) No type of assistance will be undertaken which would involve or necessi- 
tate the fixing of a minimum price for the entire supply of the commodity. 

“(e) Total expenditures should not exceed 10 percent of the average farm value 
of the commodity involved. In those instances where the only practicable assist 
ance involves the purchase of processed products, this limit may be exceeded, but 
in no event to more than 20 percent of the average farm value. 

“(f) Diversion and export payment rates should be gradually reduced if such 
‘assistance has been extended on a relatively continuous basis. 

“(g) Purchases should be made on an offer and acceptance basis wherever 
practicable. In those instances where prices are announced, commercial market 
prices should be used as a guide, with due regard for current and seasonal market 
price behavior. 

“(h) If purchases of any commodity are undertaken there should be a reason 
able relationship between nutritive value or other measure of the usefulness of 
the product and cost. 

“(i) No assistance will be undertaken which involves direct (benefit) payments 
to producers, processors, dealers or handlers.” 


OTHER PERTINENT FACTORS FOR CONSIDERATION 


Section 52 programs as a rule do not seek to support prices at a specific level 
Prior to initiating a section 32 program, the Secretary of Agriculture considers 
the following eight points: 

*“(a) The supply of the commodity in relation to the demand therefor 
b) The levels at which price assistance is being given to other commodities 

“(c) The availability of funds. 

“(d) The perishability of the commodity. 

“(e) The importance of the commodity to agriculture and the national economy 

‘(f) The ability to dispose of stocks acquired. 

“(g) The need for offsetting temporary losses of export markets. 

“(h) The ability and willingness of producers to keep supplies in line with 
demand.” 

Mr. Wurrren. Now, I worked here long before you came here, Dr. 
Paarlberg, working with other Secretaries of Agriculture. They 
would use those section 32 funds as I have outlined. I think they used 
them effectively; I think that they supported farm income, and I think 
that the Government losses were less. But all of that is in this investi 
gative report, and on those pages you will find information showing 
that in 1954 that the United States Department of Agriculture added 
some restrictions on itself as far as the law was concerned. There are 
on those three pages limitations that are not in the law that were 
adopted by the United States Department of Agriculture to, if T read 
it right, tie strings on their own operations in this program. 

You have clearly surrounded yourself with limitations not required 
by the law, and that is certainly an indication that your attitude is 
different from your predecessor's attitude and has resulted in co: 
siderably less efficiency. 
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Mr. Paarieerc. I have not yet had the opportunity to study that 
report. 

Mr. Wurrren. The Department was supplied with a copy of the 
report some time ago. We have a limited supply here. It will be 
printed in the record so it will be readily available. 

However, it should not be surprising to you, since this report is a 
copy of regulations which you folks prepared and which I am sure 
that you supplied to the investigators 

Mr. Marsuaue. If I can interrupt, it is a little bit like a ditty my 
grandfather used to sing to us, “Father, may I go out toswim?” “Yes, 
my darling daughter, you may go out to swim ; hang your clothes on 
a hie kory limb, but don’ ; go near the water. 

Mr. Paarteerc. Mr. Chairman, may I insert in the record here the 
figures of direct selina for removal of surplus agricultural com 
modities for the years 1948 through 1957? This would give the 5 
years preceding the present administration and the 5 years of the 
present administration. 

Dr. Wuirren. Dr. Paarlberg, we will be delighted to have you 
put those in there. 


May I say that you doubtless have proven the soundness of my 
view. You eee do not have to buy many of the commodities 
where the prices are stabilized. Under your policy vou have waited 


before buying the commodities and you have he Iped the farmer very 
little. 

Mr. Paaruperc. May I read those figures into the record at this 
ont ? 

Mr. Wuitten. Yes. 

Mr. Paarueerc. For 1948, 1949, 1950, 1951, and 1952, the sums are 
as follows, and I will round them: 45 million; 26 million; 42 million: 
13 million; 33 million. 

For the 5 years 1953, 1954, 1955, 1956, and 1957 the figures are as 
follows: 56 million: 186 million: 23 million: 206 million: and 123 
million. 

I am not a good enough mathematician to average the 2 sets of fig 
ures but my conjecture would be that the average for the last 5 years 
is much more than twice the level for the preceding 5 years 

Mr. Wurrren. We are very glad to have those figures, Dr. Paarl 


berg. 


May I repeat again that it seems to me those figures do represent 
the slowness of movement that has resulted. I believe that the record 
will show that there is a reduction in farm prices which will lead to 


increased unit production in an effort to make up in volume for the 
loss in price, which will result in more surplus instead of less. 
Are there any further questions ? 


SPECIAL MILK PROGRAM LEGISLATION 


Mr. Horan. Yes. 

We have not renewed the Special Milk Act, have we/ 

Mr. Lennartson. The Senate has approved their bill and they 
have had hearings in the House. 

Mr. Horan. They have had? 

Mr. Lennartson. Yes; that is my understanding. 
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Mr. Horan. I assumed that we will include funds for it even though 
it is not reauthorized by the Congress. 

Mr. Lennarrson. The Senate set an authorization for an additional 
3 years at the $75 million level. I think the House is the same. 

Mr. Horan. Two years. 

Mr. Lennartson. The Department recommended that that action 
be taken. 

Mr. Horan. | notice that all of the sums are up and I notice that 
they expect to make these payments to the States for $83,600,000. 

Mr. Lennarrson. That comes out of the $100 million appropria 
tion. 

Mr. Horan. And there is a proviso in the act that says they cannot 
spend that for other than food ¢ 

Mr. LenNArtson. Food uses, yes. 

Mr. Horan. How do you police that ? 

Mr. Lennarrson. I think Mr. Davis will comment on that technical 
aspect. 

Mr. Davis. We examine very closely the reports that are available 
to us in the St: ates of their visits to the individual schools. We also 
review the State’s supervisory and administrative activities with the 
schools, and in addition to that we have audits. Part of this super 
vision is directed toward seeing that the schools are spending at least 
an amount equal to what they are getting from the Federal Govern- 
ment for food. 

There is one safeguard in regard to that particular prov ision. Since 
in the meal that they are required to serve, they must include one-half 
pint of milk, and since in most cases the milk alone costs the school 
more money than the Federal reimbursement, we are assured by ex- 
amining the milk records that they ‘are spending at least the quantity 
of money we are giving them on food. 

As to the exact amount of our dollar bill or their dollar bill they 
spend, we cannot tell. 

Mr. Horan. In other words, the special milk fund which presently 
is being made available to approximately 30 percent of our estimated 
37 million schoolchildren 

Mr. Lennartson. School milk ¢ 

Mr. Horan. Is better than $125 million / 

Mr. Lennartson. The amount of money that we are making avail 
able federal wise ? 

Mr. Hforan. No; put it all together. 

Mr. Davis. The money being spent for milk locally as a result of the 
special milk program: is that the question ? 

Mr. Horan. What I am getting at, there is a considerable sum of 
money being spent for the special milk fund. 

Is there any way of measuring the effect of this on the market for 
milk? 

CONSUMPTION OF MILK GREATLY INCREASED 


Mr. Davis. Yes. We know that this program has completely 
satisfied the purpose for which the program Was initiated; that is 
that it has increased the consumption of milk by children. 

We have made a number of studies that have shown increases in 
consumption from 50 to 80 percent, sometimes much higher than that. 
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We do know this, that the combined school-lunch program, all of 
the school lunch, all types of meals represented a consumption of 
about 1,600 million half-pints of milk in the year before we started 
the special milk program—that was the school year 1953-54—and we 
also know that last fiscal year, 1957, the school-lunch program had 
gone to 1,800 million half-pints. 

In addition to that in fiseal 1957, we reimbursed for an additional 
1,800 million half-pints under the school-milk program. 

So we are sure of a substantial increase in consumption last year 
as against the year before this program started. 

Mr. Horan. Well, you would consider it then a stabilizing factor? 

Mr. Lennartson. Oh, very definitely. It probably doubled the 
consumption of milk nationwide in the schools. 


STATE AND LOCAL CONTRIBUTIONS TO SCHOOL LUNCH 


Mr. Horan. I notice that the participation of State and local Gov- 
ernments has increased, too. 

Mr. Lennartson. Definitely. 

Mr. Horan. But it by no means is as great as the Federal 
contribution ? 

Mr. Davis. The amount of State and local contributions in the 
national schooi lunch program has increased each year under the 
program. 

Mr. Horan. But from the standpoint of State and local govern 
ments it is not on a matching basis yet—$75 million is what you 
estimated. 

Mr. Davis. That is appropriated 

Mr. Lennartson. That is just the appropriated funds from the 
State and local governments. 

Mr. Horan. Oh, yes. 

uae payments by children, that is up $40 million—is that estimated 

‘where do you get those figures ? 

Tig, Garper. We get those figures from the States. 

Mr. Horan. Does this figure include schools that have school 
lunch programs and do not participate in the Federal program ? 

Mr. Lennartson. No. This is just the schools in the Federal 
program. 

Mr. Horan. And this $855 million does not encompass the entire 
amount spent for school lunches then ? 

Mr. Lennartson. That is right. 

Mr. Davis. No, sir; there are other school lunch programs. 

Mr. Horan. Do you have any estimate on the other? 

Mr. Davis. Yes, sir. We estimate that there are probably some 
10,500,000 children in the school lunch program this year and there 
are about 1 million children in addition who are getting lunches in 
schools, which are not in the school lunch program. 

Mr. Horan. Well, I recall that when my children were at Bethesda- 
Chevy Chase they had a very fine school lunch program but they 
were not participating in the Federal program at that time, so that 
figure must be at least that much and maybe more. 

Now, Mr. Chairman, there is something T think important, in all 
fairness, that ought to be brought out. here. 
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How many eggs can you feed as a participating food, assuming 
that you went into the egg market, you certainly would not want to 
feed them eggs every day, would you 2 

Mr. Lennartson. No. They do not serve them every day, prob- 
ablly twice a week, and not necessarily as eggs; they may develop 
custards and so on. 

Mr. Horan. How many eggs do the 10 million schoolchildren eat ¢ 

Mr. Lennarrson. I cannot recall. 

Mr. Horan. Well, apparently you must have fed each of the parti- 
cipating children around 3 pounds each. 

Mr. Lennartson. | will have to check those figures. 

Mr. Garpser. That is for the entire year. 

Mr. Davis. I think it figured out to 50,000 cases a week, or about 
200,000 cases a month. That would be about one-half dozen per child 
per month. 

Mr. Horan. Well, I appreciate what my colleague from Minnesota 
is talking about, I think there is a limit to this particular market 
for foods, I think there is a limit to how many eggs schoolchildren 
could eat. 

Mr. Lennartson. There definitely is 

Mr. Horan. At one time we had so much cheese in the school 
lockers that it was getting in the way. 

Mr. Lennartson. Yes. 


TYPE A LUNCH 


Mr. Horan. And at this point will you put in a list of the menu re- 
quirements that you have for school lunches? 

Mr. Lennartrson. We will be very happy to do that. 

(The material requested is as follows :) 


The type A lunch consists of the following foods: 


1. One-half pint of whole milk as a beverage. 


2. Two ounces of lean meat, poultry, fish, or cheese, or 1 egg, or one-half cup 


of cooked dry beans or peas, or 4 tablespoons of peanut butter. 


3. Three-fourths cup of vegetables or fruit or both. 

4. One or more portions of bread or muffins or other bread made of whole- 
grain cereal or enriched flour. 

5. Two teaspoons of butter or fortified margarine 

Mr. Horan. If you go into the pure ‘hase of hone V; that will have a 
limited use, I assume in the preparation of meals. 

Mr. Lennarrson. Yes. 

Mr. Garner. They can put it on the table and let them spread bread 
with 1 

Mr. Horan. Or the preparation of pork and beans. 

Mr. LeNNArtsoN. Or some dessert. 

Mr. Horan. Well, are the foodstuffs that are available for dis 
tribution to our unemployed and for donations overseas, are they 
being made completely available under the school-lunch program ? 


SCHOOL LUNCHL PRIORITIES FOR SURPLUS FOODS 


Mr. Lennartson. The school-lunch program has priority over all 
other uses as far as section 32 and 416 commodities are concerned. 

Mr. Horan. In other words, the commodities that we are getting 
rid of by virtue of Public Law 480 are available in large quantities to 
the school lunch ? 











1422 


Mr. Davis. The commodities moving under the donation titles of 
Public Law 480. 

Mr. Horan. They get all they ask for; is that true? 

Mr. Davis. Yes, sir. 

Mr. Lennartson. In this country at this time we have butter avail 
able to schools and institutions but we do not have adequate stocks of 
butter to make it available to needy people outside the eligible institu 
tions. 

Mr. Horan. The school lunch gets it first ? 

Mr. Lennarrson. Yes. 

Mr. Horan. Does that account for the reduction—there is only one 
reduction under last year’s availability, and that is for donations ? 

Mr. Lennarrson. Total domestic donations would be down because 
of butter not being available. 

Mr. Horan. It is mostly due to butter not being available? 

Mr. Lennartson. It has not been available for needy families for a 
matter of months. 

Mr. Davis. For nearly a year and a half. The difference would be, 
Congressman, whether you are speaking of the school lunch or our 
total distribution domestic ally and also whether you are looking at just 
the section 32 figures or the combined section 32 and 416. 

The schools will get as much butter as they can use and will continue 
as long as we have it, and they are now. 

But we are not, as Mr. Lennartson just pointed out, able out of the 
stocks that we have, to make it available to needy people in this country 
or to foreign donations. 

Mr. Horan. Well, it would appear to me that the special milk 
fund has achieved considerable effect. 

Mr. Lennarrson. Splendid. 

Mr. Horan. And apparently that may have some bearing on the 
availability of butter. I can understand that. 

Of course, I have my doubts that some of these other items in the 
school-lunch program would not have too much effect on the market, 
it might have some. You drink milk three times a day but you would 
not want to eat eggs that often. 

Mr. Lennarrson. No. 

Mr. Horan. And then the reason that the donated commodities go 
down is a matter of unavailability ? 

Mr. Lennartson. That is correct, unavailability of pork, beef, tur 
keys—it is the discontinuance of those commodities that has brought 
this total down and we anticipate insofar as we can foresee right now 
that the program in 1959 is going to be about at the same le vel as this 
year. Sometimes it is pretty hard to foresee, I want toe mphasize that. 

Mr. Horan. That is all, Mr. Chairman. 

JUSTIFICATION DATA ON SECTION 32 FUNDS 

Mr. Wuirren. Without objection I will include at this point pages 
70 to 81 of the justifications relative to section 32 funds. 

(The pages referred to are as follows :) 
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Removal of surplus agricultural commodities (sec. 32) 


Appropriation, 1958 Pe Ange eit Suchen <= 
Transferred to Department of the Interior to: 
“Promote and develop fishery products and research pertain- 
ing to American fisheries, Fish and Wildlife Service,’ pur- 
suant to Public Law 1024, 84th Cong - 4,651, 151 


$220, S78, 158 


Base for 1959____.____- ia f 216, 227, 007 
sudget estimate, 1959: 
Annual permanent appropriation__- _---. $232, 500, 000 
Less estimated transfer to Department of In- 
terior, pursuant to Public Law 1024, S4th 
MUI sca erccepeenerns Sanaa ease = $, 650, 000 


227, 850, OOO 
Increase (in annual permanent appropriation for sec. 32 
purposes ) ; ie E . +11, 622, 993 


Nore.—Due to an estimated unobligated balance to be carried forward from 
fiscal year 1958 of $300,000,000, a total of $527,850,000 is estimated to be avail 
able in fiscal year 1959 to the Department of Agriculture. Of this total, the 
estimates tentatively forecast obligations of $150,000,000. This would result in 
an unobligated balance of $377,850,000, of which $300,000,000 would carry for 
ward into the fiscal year 1960 and $77,850,000 would revert to the Treasury 


Prove cl stalement 





I yect 1957 1958 Ine LSet > 1U45¥ 
nated crease mated 
1. Commodity program payments 
a) Direet purchases $122, 797, 380 
b) Export payments 8, 570, 290 | >$143, 483, 000 $143. 483, OO 
c) Diversion payments 6, 196, 409 
2. Surplus removal operating expense 9 1906, 548 9 TAS, OOO 2 763, OO 
3. Marketing agreements and orders 1, 436, 280 1, 660, 000 1, 660, 004 
4. Foreign market promotion 1, 598, 37 1, 871, 000 1. 871. OOK 
Import controls 183, 364 223, OOO 223, OOK 
Total obligation 142. 978. 646 150. 000. 000 150, 000. 000 
Unobligated balance no longer availabk 64, 175, 859 °4+-$13. 674. 141 77, 850. 000 
Unobligated balance carried forward 207 O48, R452 300. 000. OOK 300, 000, 000 
Total available 140, 927, 498 514, 175,859 | +13, 674, 141 127, 850, 000 
Recovery of prior year ob tior 609. 557 
Unobligated balance brought forward 244, 701, 053 297, 948, 852 2,051, 148 300. 000, 000 
Subtotal 195, 616, SSS 216, 227. OO7 +11, 622. 993 297, 850, 00K 
Transferred to Department of the Inter p ’ 
lant to Public Law 1024, 84th Cor +4, 359, 11 +4, 651, 151 1, 151 +4, 650, OOF 
Total appropriation or estimate 49. 976. 003 2X), STR, 158 +-11. 621, 842 932, 500, OM 


FUND AVAILABILITY AND BALANCES 


The estimate particularly for commodity program payments are subject ft 
adjustments depending upon conditions at the time of use since the extent t 
which these funds will be required for surplus removal operations will depend 
upon economic conditions generally, the extent of local market gluts, the volume 
of agricultural production in this country and foreign countries, and many other 
complex and unpredictable factors. Further, the type of program developed and 
the distribution of funds among these projects are dependent upon a deter 
mination at the time of the kind of action which will best meet the particular 
need which has developed. 

In order to make funds available to meet such conditions, and in recognition 
of the unpredictable factors involved in the use of these funds, Congress has 
provided for the accumulation of unused balances under this fund up to S300 
million. The estimates for both 1958 and 1959 are based on the situation as now 
foreseen. If troublesome surpluses not now foreseen should develop, steps would 
be taken to use additional funds for their removal or diversion as conditions 
might warrant 
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The following table reflects the estimated total funds available for section 3: 


) 
activities and estimated balance carried forward for fiscal years 1957, 1958, and 
1959. 


1957 1958 (esti- | 1959 (esti 
mated | mated 
Balance from prior year $244, 701,053 | $297, 948, 852 $300, 000, 000 
Recovery of prior year obligations 609, 557 


Appropriation or estimate 


199, 976, 003 2A), S78, 158 232 1). O00 

Transfer to Interior Department ~4, 359,115 4,651, 151 4. 650, 000 

Total available to USDA 440, 927, 498 514, 175, 859 527. 850. 000 

Obligations 142, 978, 646 150, 000, 000 150, 000, 000 

Unobligated balances no lon vie —64. 175. 859 77. 850, 000 
Unobligated balance ried forward to subsequent 

vear 297, 948, 852 300. 000. 000 LOO. OOD. OOF 


STATUS OF PROGRAM 


CURRENT ACTIVITIES 


Under section 32 of the act of August 24, 1935, as amended (7 U.S. C. 612¢), 
an amount equal to 30 percent of customs receipts during each calendar year and 
unused balances up to $3800 million are available for encouraging the exportation 
and domestic consumption of agricultural commodities. Current activities for 
removing from the market surplus agricultural commodities include: 

(a) Purchases for distribution through State distributing agencies to school 
lunch programs, and to welfare agencies and institutions eligible to receive such 
purchases 

(b) Encouragement of exports through payments which will permit the sale of 
surplus commodities in foreign markets. 

(¢) Encouragement of domestic consumption by diversion from normal chan 
nels of trade to by-products and new uses 

The basic authority also provides that these funds shall be devoted principally 
to perishable nonbasic agricultural commodities (other than those receiving price 
support under title II of the Agricultural Act of 1949, 
products. These commodities are: 
products of milk and butterfat. 


as amended) and their 
Tung nuts, honey, milk, butterfat, and the 
It has been determined that this provision can 
be legally satisfied by setting aside or reserving the principal portion of section 
32 funds for the use of perishable nonbasic agricultural commodities when the 
oceasion arises warranting their use for such purpose. The remainder of the 
funds may then be used for other authorized purposes. Not to exceed 25 per 
cent of the funds available under the act may be used for any one commodity or 
product thereof 

Public Law 540 (S4th Cong: ) 


authorizes the appropriation of an additional 
S500 million annually 


to further carry out the purposes of section 32, of which 
not to exceed 50 percent of such funds may be used for any one commodity 
Section mw funds uvre also used 


(a) 


for operating expenses consisting of 
Surplus removal operating expenses which include administrative costs 
for direct removal of surpluses from the market, and distribution by the Agri 
cultural Marketing Service of section 32 and CCC commodities to eligible out- 
lets. These funds are also used to encourage food preservation and marketing 
of abundant foods through the food trades, 

(6b) The administration of marketing agreements and 
establish and maintain orderly marketing 
and their products 

(c) Development 


orders which aim to 
conditions for certain commodities 


of markets in foreign countries for United States surplus or 
potentially surplus agricultural commodities. 

(dq) Administration of import programs under section 22 of the 
Adjustment Act of 1933, as amended. 

A diseussion of activities “ec” and “d” 
the Foreign Agricultural Service 


Agricultural 


will be found in the justifications for 
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SELECTED EXAMPLES OF RECENT PROGRESS AND TRENDS 


A. Purchase of agricultural commodities for distribution to authorized agencies 


1. During the fiscal year 1957, approximately 406 million pounds of agricultural 
commodities at a cost of approximately $122.8 million were purchased for distri 


bution through authorized agencies. 


an increased number of participants as compared with 1956. 


(1) School children 


(2) Persons in eligible institutions 


(3) Individual welfare recipients (average monthly 


») 


through authorized agencies: 


Commodity 


Dairy product 


Butter 

Cheese 

Milk 
Beans 


Cornmeal 
Cottonseed oil 
Fruits 

Plums 

Prunes ? 
Livestock products 

Beef 

Lard 

Pork products 
Poultry products 





Eggs, shell 
Eggs, solids 
Turkey 

Rice 

Vegetables 
Cabbage 
Sweet potatoes 


W heatflour 


Total 


California 


Italian 


B. Encou age me nt of ex por lation of agric utural commodities (jay 


/ 


( ! t 
Fruits 
( t bl t Case 
Citru t I Gall 
trated 
Citru Case 
Grapetru Box 
(rrape e, < ur Gall 
Grape t le s Case 
Grape it me ( 
Oral B 
Or it Ga 
() lice st } Cc 
O j t Pou 
l t I ted Gall 
R lor 
Poult: Pou 
Ww) Hu 


2. Commodities purchased during fiscal 


¢ erported and payments 
! / 


1956 


10, 859, 200 
, 374, 700 
2, 659, 400 








Distribution was made by &7 agencies to 


1957 


11, 921, 908 
1, 395, 534 
3, 234, S84 





years 1956 and 1957 for distributiot 
1956 1957 
Unit z 
Quantity Value Quantity Value 
Pound 75, 512, 582 $45, 416,021 | 38,834,128 | $24. 603. 571 
do 57, 133, 767 | 22,213,888 | 45, 162, 526 18, 772, 141 
do 56, 360, 895 | 10, 487,466 | 61, 668, 505 12, 057, 859 
do 62, 816, 802 5, 147, 742 | 24, 923, 270 2, 058, 707 
do ‘ 56, 127, 820 2, 507, O82 8, 830, 300 378, 360 
do 39, 546, 842 8, US2, 887 
do 2, 228, 200 258, 42) 
do 6, 241, 088 484, 013 
do 71, 862, 980 
do 38, 727, 168 5, 969, 851 21, 560, 316 
do 157, 878, 952 | 95, 278, 872 6, 457, 293 
do 37, 213, 823 10, 650, 674 
do 4,747, 500 5. 311. 906 
do 25, 409, 200 10, 131. 059 
do 35, 319, 850 4.140, 771 32, 074, 850 4, O80. 164 
do 956, 750 23, 431 9, 697, 300 267, 87 
Bushel 427, 576 1, 120, 320 
Pound 91,213,750 | 5,314,976 | 15, 265. 650 856, 327 
206, 187, 324 22, 797, 381 
a j of con mod 
made d ring fiscal years 1956 and 195 
1956 
Lit 
Quantity Payment Qu t Payment 
109. 768 $34 R06 9 $704 
787 LS] 24 > 
+, O90 2 394 1. 189 684 
$28. 408 218. 127 40. 949 0, 492 
71, 060 2h. qi a 42 6. 66K 
861. O78 265, GOK 4 ) x4 
29, 468 18, 71 712 
+, 197, 033 2, 235. O71 ) 4’ ERF 
642, YSt 224 13, 332 33, f 
FH Ls 185. { j ! 
4 20 4if : 
1, 297 3, R41 yOR 2 ) 
13, 022 ”). Ot 
3, 646, 2 00. 648 
dweight 38, OOM 02. 5OT 11. 546. 434 7 298 1 
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C. Quantities of commodities diverted and payments made during fiscal years 1956 
and 1957 


1956 1957 
Commodity Unit 
Quantity Payment Quantity Payment 

Dates Pound 7, 487, 173 $224,615 | 11, 366, 460 $454, 658 
Figs . lon 5. 191 370. 000 
Potatoes Hundredweight 10, 174, 650 3, 182, 374 | 12, 456, 104 5, 371, 751 

Total ‘ 3, 406, 989 : 6, 196, 409 
D. Surplus removal operating expenses 

1. Planning surplus removal programs and distributing commodities.—In addi 


been assigned to the Agricuitural Marketing Service for the distribution of all 
surplus commodities. This includes commodities purchased under CCC price 
support programs which are donated to domestic and foreign outlets. Distri 
bution of surplus foods to domestic users is accomplished under a plan whereby 
the Federal and State Governments share responsibility for the delivery of the 
donated surplus foods to the ultimate user. The Department of Agriculture ar 
ranges for and finances any necessary processing or packaging of the commodities 


tion to planning surplus removal programs under section 32, responsibility has 


and pays the cost of transporting these commodities to central receiving points 
within the States. 

The State distributing agencies are responsible for the approval of eligible 
outlets, according to standards established by the Department of Agriculture 
For example, school lunch programs must be operated on a nonprofit basis, insti 
tutions and hospitals must be nonprofit and exempt from Federal income tax, 
and persons in family units receiving commodities must be certified as needy 
by a public welfare agency State agencies request commodities from the De- 
partment and arrange for the acceptance of the shipments at receiving points 
and for their delivery to the final users. In addition, the State agency is re- 
sponsible for overall supervision of the program to insure that the commdities 
are effectively used by recipients and that waste or resale into commercial 
channels is avoided. 

The following tables reflect the quantities and cost of commodities distributed 
in 1956 and 1957: 
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Food trades program.—Under this program the consumption of plentiful 
foods is encouraged through normal channels of trade by enlisting the coopera- 
tion of food distributors in obtaining merchandising emphasis on foods available 
in plentiful supply and by supporting industry food promotion and merchandising 
campaigns. The workload under this activity is shown in the following table: 





F Fiscal year 
Project 1958 

number 

(estimate 
Average number of foods Il'sted on monthly abundant foods list 12 12 
Distribut'on of monthly abundant foods list 39, 425 45, 000 
Nat onal food drives conducted 10 10 
Area, State, and local food drives conducted 23 25 


Includes 10,000 expected to be distributed to public feeders for the first time. 


Major food drives were conducted during the past year on dairy products, 
rice, turkeys, canned corn, eggs, lettuce, stewing chickens, and strawberries. In 
addition, special activities were undertaken to support the wheat industry’s 
“August Sandwich Month” campaign. 

3. Food preservation program.—tThe work performed under this program sup- 
plements the direct distribution activity by furnishing assistance and advice in 
the preservation of foods and in the operation of preservation centers. During 
fiscal year 1957, local preservation centers processed 17,724 pounds of fresh 
plums for redistribution to schools and other outlets. The commodities which 
will be processed in 1958 depend upon the volume of local purchases and Federal 
donations. 


Assistance and advice furnished to nonprofit food preservation centers d wring fiscal 
years 195? and estimated for 1958 


Fiscal year Fiseal year 
Project 1957, number | 1958, number 
estimate 


Technical assistance furnished in improving cannery techniques and in in- 

stalling equipment 10 1 
Workshops conducted in food preservation training 18 l 
Plant surveys performed : 
Floor plans and equipment drawings developed and used 2 2 


21494—58—pt. 83——-16 
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Hearings held to consider a1 


of orders in new 
Requests received for ne\ 
Amendme 
Suspensions 


areas 


nts issued t 


issued to ex 


Marketing agreements and 
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orders 


uk, f 
fiscal year 1957 and estimated for 1958 


mm uit and vege table agree ment and order programs d iring 





Dairy Fruit and veg 
etable 
A ty 
1957 1958 1957 1958 
im n effect 67 70 34 7 
mendments to existing orders or the issuance 
50) Bi 13 
s 6 6 f 
iers 54 6 ~ 
S ”) 2 1 





Petitions received for re provisions ] 
Petitions disposed t 13 15 - 
Court cases sta 13 18 21 { 
Court cast lis year 8 2 4 4() 
Hearings held u e Procedures Act ! 9 9 
Applications reviewed from ope tives for qualifications to participate 

under the act 2 3 
Cases disposed of under the act 85 5 
Regulatory orders issued under provisons of marketing order 320) 5S 
Appointment of administrative or control committees 4 tt 
Promulgation of committee rulemakin 19 2) 
Budgets approved 69 70 { 34 
Investigation of alleged violations 18 224 23 


Cases referred t 
Extension of time 
Administrator’s d 
Secretary's decisi 


Secret referendum ¢ 








I ae lol 


ir TY 








e. Varketing ag ” 
state 

A rizol 

Arkar 

Delaw 

Illinois 

Indiana 

low 

Kan 

Loui iana 

Massachusett 

Mict 

Minnesot 

M ississiy 

Missour 

Nebrask 

New York 

On 

south 

aeons 

lexa 

Washi 

West \ 

W iscor 


Department of Ji 





ns issued 














istice for prosecution 19 Hh 
xceptior l 
issued 4] 5 1] 14 
i 48 60 12 14 
i 21 2t i4 it 
rent and order programs in effect for fl d milk durir qf al 
fear 195) 
| 
I ited Estir l 
City number of mount 
producers pool 
(HK 
( \ ’ 459 t 2 
I ts central Ark 4 252 
“739 ten . 
Chic Quad Citic ide A Rock Free t yz i 
Fort Wayne; South Bend-LaPort I 8S, 34 
Ced Ra Iowa Dubuque; Sioux City 1 
Ne Vall ut tKar ka; W t ) 
Lou lle; Pad 2 { 
Or) ‘ port 2 808 { 
1 Fall J Merrit k Valk f 1, 953 2 
vi “ie 
det Mush upstate Mict é 
Duh Superic Mint polis-St. Paul 214 “/ 
Cnteat ae ppi 1, 059 82 
| Cit Ozarks; St. Loui 7, GSC 2 
Omaha-l oln-Council Bluffs; Platte Valk 2 { ; 
New Y } ; + ; 
Akron-St Cour Cincinnati: Clevela ( 2 7 2 
imt Da n-Spri fie] Li ledo: Tyr 
O ) i etropolita rea 4,018 4305, 728 
I delphi 2s 
Black Hills; eastern South Dakota; Sioux 1 is 
Ay ’ ( ittanoog Knox Ie M pi s4 ; 
Na i] 
Ay W ac entral west Tex Corpus Christ 874 s 
n r ‘ in Antor U I il ait 
I i Empire; Puget Sound 4, 662 } 
BI Clarks! Ww! 157 SY 
M ] 1k y.. $4 s f 
67 t 180. 7S 1, 044 } 
I t farm value t, OS, ON 
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' 

| 3. Fruit and ve getable-marketing agreement and orde programs in effect during fiscal 

i year 1957 
Estimated Estimated 

Orders in effect number of farm 
commercial values 

producers 

i 

j 


Thousands of 
Citrus fruits 


dollars 





California-Arizona Navels miscellaneous oranges 6, 700 $47, 116 
California-Arizona Valencia oranges 10, 700 57. 011 
California-Arizona desert grapefruit 2, 000 6, 132 
California-Arizona lemons 6, 100 $5, 530 
Florida oranges } { 165, 968 
Florida grapefruit 15,000 41. O52 
Florida tangerines | ). 464 
Florida limes 504) 1 792 
Deciduous fruits 

Florida avocados 600 1, 302 
California Tokay grapes 1, 200 7. 462 
Colorado peaches , RM) 4) 798 
Georgia peaches 750 6, 800 
Utah peaches 1, 300 St 
California Bartlett pears 


2, 500 28, 820 
California plums 


2, 200 14, 112 
California Elberta pe iches 








2. 500 10, 480 
Oregon-W ashington-California winter pears 2, 350 22, 42 
Washington apricots 1. 000 1. 155 
Washington sweet cherries 1, 000 2 2979 
Dried fruits 
Californ dats sO) 1, 7M 
Califor figs 300 2 OW) 
Califor dried prune 6. 000 23 (Mw) 
California raisins 8, O00 43, OOK 
Vegetables 
Pe nd cauliflower: Colorad 100 J28 
Onion Idah Oregon $50 2 979 
Tomatoes: Florida 1, 360 45, 300 
Pe 
heur Co., Oregon 8, 521 48, 25 
2, 594 17,2 
yregon-northern California 1,779 12, 904 
41, 659 50, 750 
North Carolina 4 O59 10, 000 
Eastern South Dakota 207 1, 200 
Washington 1, 073 16, 228 
New England except Maine 1, 450 10. 631 
Nuts 
Californi ! 8, 500 29, 000 
Oregon-W filber 3, 400 1, 350 
Southeastern pecans Ss es 8. SOO 17. HM 
West coast nuts 20, 000 32 On 
Pot 4 order 8 64 
One or ‘ respec ( 


PERISHABLE AGRICULTURAL COMMODITIES ACT FUNDS 


Mr. Wuirren. And pages 65 to 69 of the justifications entitled 
“Perishable Agricultural Commodities Act Funds” will be inserted in 
the record at this point. 

(The pages referred to are as follows :) 


Perishable lgricultural Commodities Act Fund 


Appropriation, 1958 and base for 1959 (from receipts) 


S662, GOO 
Budget estimate, 1959 (from receipts) 


679, GOV 





: cee . . 
Increase (in annual permanent appropriation due to estimated increase 
in revenue) a eal sme +17, 600 
NOTI \ total of $988,638 is estimated to be available for obligation in fiscal year 195% 
including an unobligated balance of 19,038 to be carried forward from 1958 Of this 
total the estimates tentatively forecast obligations of $679,600 for fiseal year 1959 


leaving a earrvover of S309.038 into fiseal vear 1960 
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Project statement 


1958 (esti- Increase (+ 1959 (esti 
Project 1957 mated) or de- mated 
crease (- 
Licensing dealers and handling complaints $525, 353 $664, 700 +$14, 900 $679, 600 
Unobligated balance brought forward — 304, 401 —311, 738 +2 700 — 309, 038 
Unobligated balance carried forward - - 311, 738 309, 038 +-309, 038 
Total appropriation or estimate 532, 690 662, 000 +17, 600 679, 600 
j | 


INCREASE 


(1) An increase of $14,900 in obligations to place on a full year basis the expan- 
sion made in 1958 to carry out the provisions of the Perishable Agricultural 
Commodities Act, as amended 

Need for increase—Public Law 842, approved July 30, 1956, amended the 
Perishable Agricultural Commodities Act to correct certain deficiencies which 
had become apparent in the administration of the act. The additional work 
load resulting from these amendments is in connection with— 

(a) Broadened authority of the Department to deny licenses ; 

(b) Authority to investigate in order to uncover misbranding and mis 
representation ; and 

(c) Authority to take corrective action. 

Additional technical and clerical personnel were recruited in the latter part 
of 1957 to handle this increased workload under the act, as amended. The ex- 
pansion is to be completed early in 1958. The increase in 1959 will provide 
on a full-year basis for the program level expected to be reached in 1958. The 
annual license fee of $25 will provide the necessary funds. 


STATUS OF THE PROGRAM 
Current activities 

This special fund, comprised principally of annual license fees, is used for the 
administration of the Perishable Agricultural Commodities, Produce Agency, and 
Export Apple and Pear Acts. These laws are designed to (1) protect producers, 
distributors, consumers, and others from unfair and fraudulent practices in the 
marketing of perishable agricultural commodities; (2) prevent the unwarranted 
destruction or dumping of farm products handled for and on behalf of others; 
and (3) promote foreign trade in apples and pears. 

All commission merchants, dealers, and brokers who handle fresh or frozen 
fruits and vegetables in interstate and foreign commerce must be licensed under 
the Perishable Agricultural Commodities Act. Handlers are required to give 
shippers a true and correct accounting for commodities sent for sale in the 
market. Buyers and sellers must live up to the terms of their contracts; false 
or misleading statements, misbranding, etc., are prohibited. 

Any interested party or agency may request the assistance of the Department 
in settling disputes under the law. The Department will promptly communicate 
with the respondent party; make necessary investigation; endeavor to bring 
about an amicable informal settlement: take formal action, if necessary; give 
each party an opportunity to present his side fully ; determine the loss or amount 
of damage to be paid: and issue a formal order calling for payment of reparation 
If violations are repeated or flagrant, disciplinary action may be taken by.the 
Department seeking to suspend or revoke the offender’s license. The majority 
of cases involve questions of quality and condition. Evidence consists principally 
of inspection certificates and other pertinent documentary evidence furnished by 
complainants and respondents. 

Activities under these acts include licensing, collecting fees, investigating and 
handling complaints and violations, and working with growers and shippers to 
correct apd prevent misbranding of produce, thereby reducing the number of 
potential complaints. 

Financing.—Annual license fees, together with arrearage fees, and appropria 
tions, if any, for this work are deposited into a special fund. All expenses, 
except legal services, for administration of the Perishable Agricultural Commodi 
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ties, Produce Agency, and Export Apple and Pear Acts are paid from this fund. 
During most of 1957 the license fee was $15. Public Law 842, approved July 30, 
1956, authorized an increase in the fee to a maximum of $25. Effective February 
1, 1957, the fee was set at $25. 


Revenue and obligations 


Revenue collected and obligations incurred 
Item 
1955 1956 190457 1958 19459 
(estimate (estimate 

Fees and arrearages collected $444, 174 $438, 637 $532, 690 $662, 000 $679, 600 
Appropriation for retirement costs (trans- 

ferred from ‘‘Marketing services”’ 25, 400 25, 400 
Balance from prior years used 55, 041 2, 700 
Obligations 384. 170 493, 678 525, 353 690. 100 705, 000 
Nelected erample s of recent progress and trends Perishable lgricultural 


Commoditic N Lot 


ict amended.—In addition to authorizing an increase in the license fee, Public 
Law S842 strengthened the misbranding provisions of the act; granted the Secre- 
tary more authority with respect to the denial of licenses to unfit applicants; 
and permitted more Federal control over the employment by licensees of persons 
found guilty of prior violations. 

Enforcement program strengthened.—With the strengthened misbranding pro 
visions of the amendment, a more vigorous enforcement program was begun in 
April 1957. Initial efforts were concentrated in the producing areas of Florida, 
North and South Carolina, Virginia, Delaware, New Jersey, New York, and 
Maryland. Spot checks were conducted at various shipping points to determine 
if produce being prepared for shipment carried accurate markings as to grade, 
size, region of origin, and weight. This type of investigation requires the full 
cooperation and support of growers and shippers. To attain this cooperation, 
meetings with growers and shippers are arranged in the shipping area before 
beginning the investigation. The program is explained and the procedure to be 
followed is outlined. To encourage compliance, and to emphasize the benefits 
of the program to responsible shippers and dealers, it is pointed out that shipment 
and sale of misbranded produce has a tendency to depress the market, lower 
respect for the established grades, and undermine confidence between the shippet 
and dealers on distant markets 

When misbranded produce is located at the packing shed, the shipper is notified 
and afforded an opportunity to correct the deficiencies. In practically all cases 
encountered to date, shippers have cooperated ans cases were considered closed 
with a warning to the shipper to exercise greater care in the future. Reports 
received from shippers and their associations indicate that this method has 
reduced the number of complaints involving misbranding. 

Regulations revised.—Proposed revised regulations under the act were de 
veloped. The regulations had not been revised for a number of years and many 
changes needed to be incorporated based on administrative and court decisions 
as well as to reflect changes in industry practices. Great interest was displayed 
by all segments of the industry and comments and suggestions were received 
from practically all of the important associations as well as from firms and 
individuals. These comments and suggestions are being analyzed and evaluated 
prior to further consideration by the industry. 

Licensing down Licenses in effect as of June 30, 1956, totaled 25.987 as com 
pared with 26,858 a year earlier. The decrease in the number of licenses is due 
principally to the unfavorable marketing season for watermelons in Florida, 
Georgia, and Texas during 1957. The licensing activity and number of licenses 
in effect at the end of the past 3 years and estimated for 1958 and 1959 are as 
follows: 








Activity 


Licenses renewed 

New licenses issued 

Licenses terminated - 
Total actions 


In effect June 30 


Complaints decrease 


before they reached 


handled in 1957 inclu 
A total of 1,917 of th 
handled during 1958. 


Analysis of complaint 
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1955 


20, 378 
6, 444 
5, 994 

32, 816 


26, 822 


the complaint 


state. 


33 


26 


and reparations increase. 
given the industry were instrumental in the settlement of 
This 


, 553 
, 269 
, 107 
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Informal 


Fiseal year 





1957 1958 1959 
(estimate estimate) 
210, 242 20, 400 20), 500 
5 745 6, 500 6, 700 
6, 596 6, 300 6, 400 
$2, 583 33, 200 33, 600 
25, 987 26, GOO 7, 200 


assistance is 
reduction in the number of complaints filed during 1957. 


advice and 
numerous disputes 
reflected in 


The 2,654 complaints 


counsel 


the 


ded 692 from fiscal year 1956 and 43 reopened during 1957 


ese cases were 


Item 


Complaints 
On hand, 
Re 


July 1 
eived or reopened 





Total to be handled 


Formal decisions 


Informal amicable settlen 


Otherwise closed 
Pending June 30 


Reparations 
A warded 
Payment 


Al 


Basis jor se ttlemen 


Formal orders 
icable set 


1 nt 
tiement 


ts Most 


settlements 
established by Secreatry’s orders in previous cases handled 
published and made available to members of the produce industry, 


wor k and 


settled during 1957, leaving 737 cases to be 


reparations awarded 


Fiseal ye 
1Y OAt 19. 
RON 7H0 62 
2 IRF 2 14 1, 962 
113 » YOO 2, 654 
235 258 223 
1, 144 1, 036 sO) 
a74 SS4 S14 
760) 692 ioe 
$247. 920 $2090 ; $234, 20S 
994. 939 97 2 |1, 21 "4. 
242, 859 |1, 275, 485 |1, 447, 291 
| 
' 
are made on the 


1958 (e 1959 (¢ 
mate ile 
~ 
» " a} 
, - > £2 
) 2 
900 Q 
rh G00 
ORT x7 
S250. 000 2950. OOO 
225, OOO l uy 
1, 475, 000 1 500. Of 


basis of precedents 
These 


de« isions, 


are used by 
them as the basis for settling disputes informally. Cases referred to the 
Department are, in general, those which are difficult and which the interested 
parties are unable to settle among themselves. In fiscal year 1957 there were 


yoo 


in 769 of the 2,654 ca 
to arbitration, a 


reduction 


and settlements 
ses handled. 


from the 41 


reached. 


forinal decisions, a decrease of 65 from the previous year 
Investigations made Investigations 
1.917 of these were closed, and 


cases submitted in 


fiscal 


were conducted 
17 submitted 
year 1956. 


The reduction from 2,208 in 1956 to 1,917 in 1957 in the number of coniplaints 
closed ; and the reduction from 859 to 769 in number of personal investigations 
conducted are attributed to several factors: 


(1) 


There were 6 investigators as 


signed to license work on roadblock stations in Florida and Georgia for a period 


of 5 weeks. (2) Since the misbranding program was inaugurated in April 
1957, 4 investigators have devoted a considerable portion of their time to the 
misbranding program. 

Several complicated disciplinary actions were handled and, at 1 time, 5 
injunction proceedings were being conducted simultaneously by the New York 


office. Considerable 


hours. 


time 
was estimated that one 


may be required in settlement of these cases and it 
of these disciplinary cases required a total of 686 man 
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Produce Agency Act cases handled.—There were 48 new cases filed compared 
with 38 in the preceding year; 28 cases were carried over making a total of 76 
eases handled during 1957. There were 48 cases closed, compared with 39 
during 1956; 28 of the cases closed were by amicable settlement and 20 because 
of insufficient evidence, lack of jurisdiction, or withdrawn by complainants. 
There were 28 cases pending at close of the fiscal year. The product involved 
in most complaints was cut flowers. At the close of the fiscal year, 2 Cases 
were awaiting trial in Federal court and 2 were pending in the Department of 
Justice. No court penalties were imposed under the Produce Agency Act during 
fiscal year 1957. 

Erport Apple and Pear Act.—A proposed amendment is presently under con- 
sideration, requiring that, except for early varieties, the —e grade for 
apples to be exported shall be U. S. No. 1 Cookers instead of U. S. Utility grade 
Since 1933, no changes have been made in the grades required for ‘apples shipped 
under this act. The Utility grade is one of the poorest grades established under 
U.S. Standard and information received from the industry indicates that apples 
of such quality are generally not acceptable in foreign markets. 

No complaints were filed under this Act during the 1957 fiscal year. 


QUESTION OF WHEN THE FEDERAL GOVERNMENT SHOULD ENTER THE 
MARKE' 


Mr. Wurrren. There is one other statement I would like to make. 
Dr. Paarlberg. 

You know, there is enough room in agriculture for everybody to 
have different viewpoints, so I do not mean to be critical of you. 

However, following what you said earlier, the price of eggs is 
down to 26 cents or about 50 percent of parity, but you are not going 
to go in there and sup port because of the surp lus. 

Now, if you are not going to support that commodity by purchases 
of some of the surplus because there might be a bigger surplus next 
vear, it strikes me that you never could justify a purchase under 
section 32. In the first instance there would be a surplus because you 
did not purchase. Then you could not afford to strengthen the m: arket 
because it would lead to a bigger surplus next year. On that basis 
you would end up where you never could move. 

Mr. Paarteerc. No, sir. In the first place, eggs are not 50 percent 
of parity, eggs are 84 percent of parity. 

Mr. Wrrrren. That is the national average. You do not have to 
buy over the whole country, you can buy in the local markets as you 
see fit. 

Mr. Paarteera. Let me try toexplain. 

Mr. Wurrren. And 26 cents is not 84 percent of parity 

Mr. Paar.serc. No, and neither is it 50 percent of parity. Parity 
is a national figure. We do not have a parity in Minnesota and 
nnother parity in New Jersey and another parity in California, we 
have a national average and that is the only concept of parity that 
there is. 

If eggs are—well, whatever you want, 28 cents is what they were 
in mid-February in Minnesota, I would judge that probably that is 
related to the whole Minnesota average in about the same w: iv that 
the United States average price | is related to the United States base. 

So with eggs on a national basis at 84 percent of parity, 1 would 
judge that if we had a separate parity for Minnesota, that would be 
close to that figure or somewhere near to it on a national basis, if 
eggs got to 50 percent of parity, we would not be here arguing, we 
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would be in the market buying eggs—and if that time ever comes, 
you can read this back to me from this record. 

’ Mr. Wurirren. What I am getting at is, when you see a turn in 
that direction, then is the time to get in so that it will never reach 
that point. 

Mr. Paarvperc. Well, we have to admit, and this came out in the 
discussion with Mr. Horan, that we do not have a great big weapon 
with this program and the places where we can put the commodities 
that we buy are limited. It is more a limitation than the dollar sums 
that are available to us. 

So we have this weapon which we have to use carefully and make 
the best possible use of. If we shoot all of our ammunition before 
the enemy is in sight then when he is right next to us we have got 
nothing left to shoot with. 

This is the reason why we sometimes seem to you to Wait too long, 
longer than we should. And we do grant that sometimes we do wait 
longer than we should and sometimes we move sooner than we should 
but the timing of the thing is the essence of the matter. 

We have a relatively weak weapon, but a critical weapon, I believe 
in these direct purchases to stabilize the prices of these tre iendons 
quantities of perishable products. 

We have been talking about purchase programs for pork, for beef 
there we can find room for about $100 million worth but, now, how 
much meat is produced and sold in the United States in a year, pork 
and beef together? I think it runs around $5 billion, so it is not a 
great big we apon, you see. We have got to use it carefully, we have 
got to husband it until the time comes when we can make it the most 
effec tive. 

Mr. Wuirren. Well, I can see your reasoning. But the point 
[ am making is that where your funds are limited 

Mr. Paarueerc. Not funds, but outlets. 

Mr. Wurrren. I wish that you would go to the school-lunch folks 
and ask them how many eggs they could use. I would like to have 
that information. See what their estimate is. 

Here is what I am trying to say again it comes back to the point 
that I was trying to make earlier. In connection with meat for 
instance, where as you say it looks like it will probably run to $5 
billion — then by that very fact, if you are going to have any 
influence t at all you have got to move in there fast. You cannot take 
ahalfa milli on dollars and lift it up to save your neck. 

So if you are going to do any good at all, you are going to have to 
anticipate what is going to happen. If it starts going down then 
you will have to act and act quickly. 

I might say again that when I have been expressing my differences 
with the way that the Department has handled the program, that is 
hecause of the w ay I see it and nothing else is intended. 

Mr. Paarteerc. I respect that and T grant that there have been 
times when we may have delayed overlong. 

Mr. Wuirren. As I said before, I do not want the Secretary’s job 
because it is a lot easier to find fault than to run things. 

But there are certain things—for instance the time when we had 
this drought that struck the cattle in Texas and they were flooding 
the market with cattle and I begged and tried to persuade the Secre- 
tary under those conditions that the thing to do was to make the feed 
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available so that they would not force cattle on the market and flood it. 

However, instead of providing feed in that area so as to try to hold 
off those cattle from an already flooded market, he went into the 
market and started buying cows which added more demand which 
created some more selling. That is based on my experience and it 
led me to believe that the worst thing you could do in an already 
flooded market was to add more cows. 

And I thought that you would save money if, instead of adding to 
the purchases, you had made the feed immediately available to enable 
those farmers to hold their cattle off the market. 

Mr. Paar serc. We did several things at that time. We made 
credit available to those people. We made feed available to those who 
could hold their cattle. We had a purchase program and we bought 
his beef and I submit that all three of these things were helpful. 

Mr. Wuirren. Are there any further questions / 

Mr. SANTANGELO. Yes. 


SURPLUS FOODS FOR INSTITUTIONS 


Listening to the discussion about the school program, do you under 
any of your programs reimburse any institutions which ‘house the 
senior citizens, the old men, are those institutions run by the welfare 
agencies or by other interested groups ? 

Mr. Lennartson. Are you speaking about milk ? 

Mr. SANTANGELO. Yes. 

Mr. Lennartrson. No, the Special Milk law authorizes only a pro- 
gram for children of high-school age or under. 

With respect to the old-age homes, and so on—the nonprofit insti- 
tutions—the surplus foods are available to them and would be avail- 
able to welfare agencies such as some of those in the city of New York 
where they have people coming to them to spend the day. 

Mr. Sanrancero. I suspected you run into quite a variety of insti- 
tutions like that—you do feed them ? 

Mr. LENNartTson. Yes. 

Mr. Santancero. They do feed them / 

Mr. Lennartson. They do feed them. 

Mr. SANTANGELO. Nonprofit / 

Mr. Lennartson. Yes. 

Mr. Santancevo. The chances are that they probably participate ? 

Mr. Davis. They do have a situation in the State of New York 
that is a little bit different from the purpose of these donations 
where the organization goes beyond just the care of needy old persons. 
If the old persons or older person is needy, if the institution is set up 
for the purpose of caring for needy persons they are eligible for the 
surplus commodities 

Mr. SantaNncevo. But not in the special milk fund ? 

Mr. Davis. No, sir: that is for children only. 

Mr. SANTANGELO. It might be a good idea to cover them because I 
understand the older aged people need milk as much as the younger 
people. 

Mr. Davis. They would be getting the nonfat dry milk in those 
institutions and cheese and they have been getting butter as well 
flour, cornmeal, rice and some of the other commodities. 
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Mr. Santaneeto. Thank you very much. 

Mr. Wuirren. We wish to thank all of you gentlemen. We do 
have our differences of view because feelings are very strong on the 
subject. But we hope that the differences will stay the way they are, 
on principle and nothing else. 

Mr. Lennartson. We very deeply appreciate the interest that you 
folks have always reflected in the programs that we are responsible 
for. We are happy to appear before you, and I mean that sincerely. 


AGRICULTURAL CONSERVATION PROGRAM 
WITNESSES 


ERVIN L. PETERSON, ASSISTANT SECRETARY OF AGRICULTURE 

PAUL M. KOGER, ADMINISTRATOR, AGRICULTURAL CONSERVA- 
TION PROGRAM SERVICE 

FRED G. RITCHIE, DEPUTY ADMINISTRATOR, AGRICULTURAL 
CONSERVATION PROGRAM SERVICE 

JAMES M. HUNT, DIRECTOR, PROGRAM ANALYSIS DIVISION, 
AGRICULTURAL CONSERVATION PROGRAM SERVICE 

H. LAURENCE MANWARING, DEPUTY ADMINISTRATOR, PRODUC- 
TION ADJUSTMENT, COMMODITY STABILIZATION SERVICE 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


Program and financing 





1957 ual 1Y5S est ] l i 
Program by activities 
Direct obligatior 
1. Ce sh 1 fa $213, 628,118 | $211, 000, 000 $210, 200. 000 
2. Repayn I C | Credit ¢ 
itl 13, 950, 000 1, O15, 939 24. 800. 000 
rotal d t obligatitor 227, 578, 118 212, 015, 939 235, 000, 000 
Obligation I i Commodit 
Cr t Cory ( tance to farmers 36, 500, 000 39, 000, 000 2), 000. 000 
I bursa t { { ng 1 tance t 
larmet! 457, 000 444, 000 444, 000 
Total obligatior 4 118 251, 459, 939 255, 444. 000 
Financing 
Unobl t 16, 593 15, 939 
Advances and u n 
Commodity Credit Corporation (loan 36, 500, 000 9 000. 000 20. 000. 000 
Other ace¢ unts 144, 869 115, 000 115. 000 
Non-Federal sources (7 | S. C. 1387 312, 131 329. 000 + 000 
Recovery of prior year obligations 77, 464 
Unobligated balance carried forward 15, 939 
Appropriation (new obligational authority 227, 500, 000 212, 000, 000 935, 000. 000 
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Object classification 









1957 actual 
AGRICULTURAL CONSERVATION PROGRAM SERVICE 
[otal number o ianent positions 59 
verage nun ‘ loyees 53 
‘ f 'g © 
Number of en s at end of year 
Average GS grade and salary 8.2 $6, 364 
Direct obligation 
il l onal r 
Pert ent positio $341, 204 
Ot personal service 
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Pe I St t 
Permanent po t $554, 3 
Positior other than permar if 10, 282 
Other me nal sé ic », O47 
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2 TY ‘ 13, 288 
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Ad aa t 
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Mr. Wuirren. Mr. Secretary, now we come to the agricultural con- 
servation program, which is also under your leadership. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Wuirren. I would like pages 264 through 275 of the justifica- 
tions, volume 1, included in the record at this point. 
(The pages referred to follow:) 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 
PURPOSE STATEMENT 


The agricultural conservation program is authorized by the provisions of sec- 
tions 7 to 16 (a), inclusive, and section 17 of the Soil Conservation and Domestic 
Allotment Act, as amended. 

The purposes of the act include (1) restoring and improving soil fertility, (2 
reducing erosion caused by wind and water, and (3) conserving water on land 
To achieve these objectives, the Agricultural Conservation Program Service 
offers cost-sharing assistance to individual farmers and ranchers in all of the 48 
States, Alaska, Hawaii, Puerto Rico, and the Virgin Islands for carrying out ap- 
proved soil-building and soil-and-water conserving practices on their farms. This 
assistance represents only a pert of the cost of performing the practice. The 
farmer bears the balance of the cost and in addition supplies the labor necessary 
to carry out the practice. Allocations are made to States based upon conserva- 
tion needs. 

Cost-sharing assistance is offered only for the practices considered necessary to 
meet the most urgently needed conservation problems of the farm, which would 
not otherwise be carried out to the extent needed To be eligible for cost-sharing 
the farmer must make application therefor before beginning the practice. 

Conservation measures for which cost-sharing assistance is offered, include 
practices primarily for: 

1. Establishment of permanent protective cover. 

2. Improvement and protection of established vegetative cover 

3. Conservation and disposal of water. 

. Establishment of temporary vegetative cover 
5. Temporary protection of soil from wind and water erosio1 

Cost-sharing assistance is available in the form of: 

1. Partial payment of the purchase price of materials and services needed by 
the farmer for carrying out approved practices, or 

2. Partial reimbursement to farmers who have carried out approved practices 
at their own expense. 


Materials and services are obtained through local private sources where practi- 
cable. Rates of assistance vary by practices and by States and areas so as to make 
the most effective use of available funds. 

As of November 30, 1957, the Agricultural Conservation Program Service had 
57 full-time employees and 1 part-time employee, all of whom are located in 
Washington, D. C 
Appropriation: 

Appropriated, 1958 $212, 000, 000 


Budget estimate, 1959 235, 000, 000 


Agricultural conservation program 


| | 
|} On direct ap- | On progra 
propriation | authoriza 
basis tion t 
Appropriation Act, 1958 and base for 1959 $212, 000, 000 $250, 000, 000 
Budget estimate, 1959 235, 000, 000 125, 000, 000 


Change +-93 O00, OOO 125. 000. OOF 
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Summary of increase, 1959 (on basis of direct appropriation 


Increase to carry out the 1958 program in the amount authorized_ + $23, 000, 000 


The agricultural conservation program is operated on a program or crop year 
basis and cost-sharing assistance is given to farmers upon completion of approved 
measures. Funds for cash payments earned under the 1957 agricultural conser- 
vation program, which closed on December 31, 1957, were made available in the 
Department of Agriculture and Farm Credit Administration Appropriation Aet, 
1958. In that act, the Congress also authorized the formulation and administra- 
tion of a $250 million program for 1958 for which this estimate is submitted. 


Project statement (on basis of program authorizations 


Appropri- Appropri- Appropri- 
ation 1957 ation 1958 ation 1959 
Project 1956 pro- 1957 pro- Increase 1958 pro- 
gram) gram) gram) 
(actual) estimate estimate 
1. Cost-sharing assistance to farmers $214, 341, 348 | $223, 859, 750 $223, 859, 750 
Other program expenses 1, 272, 957 1, 442, 250 1, 442, 250 
Total program expenses 215, 614, 305 | 225, 302, 000 225, 302, 000 
¢. Operating expenses, county committee 
expenses 
ASC county committees 19, 716, 385 19, 564, 385 19, 564, 385 
Forest Service 98, 536 107, 815 107, 81 
Total county committee expenses 19, 814, 921 19, 672, 200 19, 672, 200 


National and State office expenses 
Agricultural Conservation Program 





Service 426, 447 547, 750 
Commodity Stabilization Service 599, 484 945, 840 
ASC State committees 3, 471, 172 3, 516, 235 3, 
Forest Service. 12, 685 15, 975 
Total Nationaland State office expenses 4, 509, 788 5, 025, 800 5, 025, 800 
Total operating expenses 24, 324, 709 24, 698, 000 24, 698, 000 
Total obligations 239, 939, 014 250, 000, 000 250, 000, 000 
Adjustments 
Difference in amount used for purchase 
of conservation materials and services 
from prior fiscal year appropriation 
for current program and amount used 
for such purchases from current fiscal 
year +-1, 548, 775 — $19, 800, 000 19, 800, 000 
Received by loan from CCC — 36, 500, 000 | —39, 000, 000 +19, 000, 000 20, 000, 000 
Repayment of loan from CCC +-13, 950,000 | +1, 000, 000 +-23, 800, 000 4-24, 800, 000 
Available for repayment of loan from 
ccc +8, 562, 211 
Appropriation or estimate 227, 500, 000 212, 000, 000 | 4-23, 000, 000 235, 000, 000 


INCREASE 


(1) An increase of $23 million on a direct appropriation basis.—The appropriation 
request for fiscal year 1958 was reduced from $250 million to $212 million, or a 
reduction of $38 million due to the availability of underearnings in this amount 
on the 1955 program. An increase of $38 million would normally be required in 
the 1959 appropriation in order to carry out a 1958 agricultural conservation 
program of $250 million as authorized by the Congress. However, due primarily 
to underearnings on the 1956 program only an increase of $23 million is required 
to carry out the program as authorized. The underearnings will be used to repay 
part of the 1958 loan from the Commodity Credit Corporation, thereby reducing 
the amount to be repaid from the 1959 appropriation. 


Advance authorization for 1959 agricultural conservation program 


The Budget proposes an advance authorization of $125 million for cost-sharing 
payments to farmers who carry out approved soil and water conservation measures 
on their farms during the 1959 crop year. This reduction of $125 million below 


the present level of $250 million is proposed because of the general necessity to 
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allocate expenditures only to the most essential needs so as to permit major 
effort in the national defense areas. We believe that by careful administration 
the lower authorization will be sufficient to give attention to the more essential 
needs for conserving agricultural resources. It is contemplated that the Depart- 
ment’s total conservation effort will continue to be maintained at a substantial 
level. 

The 1959 agricultural conservation program will give particular attention to 
those conservation measures which are of major importance to farmers in making 
a transition from cropland to grass or trees. Also, the program will give attention 
to the problem of continuing in protective cover laad which otherwise might be 
shifted to a more intensive use. 

Adjustments will be made nationally to direct the program away from practices 
contributing most to immediate increases in agricultural production. This step is 
consistent with other programs intended to curtail production. The program 
will be operated at the local level on the basis of achieving the most needed 
conservation which, in the judgment of local people, can be obtained under the 
circumstances that exist on their individual farms and ranches in 1959. While 
the program generally will be directed to practices with longer lasting benefits 
and which are not frequently repeated as a necessary part of farming, the policy 
will be to provide a program of sufficient scope and flexibility to deal with acute 
local problems. These conservation problems vary as to kind and intensity not 
only State by State but even as between counties within a State. 

The reduced program fund will be distributed among the States on the basis 
of the same conservation needs formula as used in past programs. Therefore, the 
reduction in program level would be approximately the same in all States 


CHANGES IN LANGUAGE 


The estimates include proposed changes in the language of this item as follows 
(new language in italic; deleted matter enclosed in brackets): 

‘“‘For necessary expenses to carry into effect the program authorized in sections 
7 to 15, 16 (a), and 17 of the Soil Conservation and Domestic Allotment Act, 
approved February 29, 1936, as amended (16 U.S. C. 590g—-590 (0), 590p [[(a)-] 
(a), and 590q, * * * Provided further, That such amounts shall be available for 
administrative expenses in connection with the formulation and administration 
of the [1958] 1959 program of soil-building and soil- and water-conserving 
practices, under the Act of February 29, 1936, as amended (amounting to 

$250,000,000] $125,000,000, including administration, and no participant shall 
receive more than $2,500, except where the participants from two or more farms 
or ranches join to carry out approved practices designed to conserve or improve 
the agricultural resources of the community * * *.” 

Other than the usual changes in vear dates applicable to the program covered 
by the appropriation and the period of availability thereof, the estimates include 
proposed changes in the language of the item as follows: 

The first change corrects the United States Code citation by eliminating reference 
to title 16, United States Code, section 590p (b), which pertains to the Great 
Plains conservation program 

The second change would provide an authorization of $125 million for the 
1959 program. An explanation concerning the 1959 program follows the project 
Statement in these justincatior 


STATUS OF PROGRAM 
Background 


Conservation of agricultural soil and water resources is recognized as essential 


to the present and future well-being of the Nation Not onlv is it essential to 
assure a continued supply of food, fiber, and shelter for an increasing population, 
but also to supply the greater part of the raw materials that go into the expanding 
economy of the Natio: Farms and forests supplv annually over 70 percent of 
all raw materials used in the economy of the country. Transportin; . processing 


financing, and handling these raw materials to make them useful and supply 
them where they are needed make up a large part of all the business and com- 


merce that furnishes the livelihood for the Nation’s nonfarm population ,e- 
cause of their interest in food, fiber, and shelter and a continued healthy economy, 
nonfarm people have perhaps an even greater interest in conservation of soil and 
water resources than farmers themselves 


Farm practices that conserve agricultural soil and water resources are costly 
They require an initi 
reduction in far 


operations. 


iv of capital to install and many of them result in a 
income d hn increase in the amount of expe nditure : for farm 


economie phase of conservation work has recently been receiv- 
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ing increased attention. Recent studies have revealed some of the reasons why 
farmers are often reluctant to adopt conservation systems of farming, even 
though it is recognized that such a system will eventually result in increased farm 
income. For example: 

A study in western Iowa indicated that the minimum time for a soil conserva- 
tion plan to provide a higher annual income is 4 years, assuming a steady price 
situation. Once embarked on putting such a plan into effect, the farmer must 
be prepared to meet his highest capital outlay in the period of 5 to 8 years after 
it is started, 

A study in central Indiana indicated that an additional capital requirement of 
from $10,000 to $14,000 is required to put a conservation system of farming into 
effect. The net increase in farm income for the system was found to be $2,400 per 
vear but there was a period of 2 or more years when there was a decrease in net 
farm income. 

Other similar studies point out this loss of immediate income, the cost of con- 
servation practices and need for additional operating capital to carry on conser- 
vation work. They also show that returns which can be expected from some 
types of needed conservation measures (for example terrace systems, erosion 
control structures and certain forestry improvement measures) will not equal 
their cost in the foreseeable future, although they may be necessary to prevent 
irreparable loss of soil resources. It is shown that there are greater risks in some 
tvpes of needed work (such as contour farming or the establishment of soil saving 
cover in some areas) that farmers and lenders resist assuming. 

It is with this background of cost and returns from conservation and the publie’s 
dependence upon the conservation of soil and water resources that Federal cost- 
sharing of conservation practices on individual farms is offered. Research and 
experimental work have developed and are developing means by which soil and 


water resources can be conserved. Edueational work is teaching the value of 
and need for conservation effort. Technical services help determine the conser 
vation measures that are needed and furnish engineering and other professional 
assistance to correctly install them. Federal cost-sharing by the agricultural 
conservation program helps overcome the economic barriers to carrying out 
conservation measures. The basic purpose of the agricultural conservation 


program is to afford a means by which all the people may bear a part of the costs 
of those measures that would not otherwise be carried out at the rate needed to 
meet the public interest. It assists farmers to protect the public’s interest in 
the Nation’s soil and water resources by sharing with individual farmers and 
ranchers the cost of carrying out soil-building and soil-and-water-conserving 
practices more rapidly and to a fuller extent than would be practicable through 
usual farm management practices. The program helps insure continued abundant 
production for all of the people of the country. 


Program deve lop? ent 


Development of the agricultural conservation program begins at the local or 
county level. The agricultural stabilization and conservation county com- 
mittee, with the assistance of the county extension agent and representatives of 
the Soil Conservation Service, Forest Service, and other local agencies interested 
in conservation, make recommendations to the agricultural stabilization and 
conservation State committee. These are summarized by the State committee 
and used as the basis to formulA&te joint recommendations of the agencies interested 
in conservation to the Agricultural Conservation Program Service in Washington 

From these recommendations, the Agricultural Conservation Program Service, 


the Federal Extension Service, Soil Conservation Service, and Forest Service 
deve lop and recommend to the Secretary a national program. State and county 
committees then develop their programs within the structure of the national 
program authorized by the Congress and approved by the Secretary 

Progran administratior 

The agricultural conservation program is administered locally by agricultur 

stabilization and conservation county committees which are comp sed of resident 
farmers elected by farmers they serve. County committees are supervised by 
agricultural stabilization and conservation State committees composed of resident 
farmers appointed by the Secretary of Agriculture. The local county agent ts 


ex officio a member of the countv committee and the State director of extensio1 


holds a like position on the State committee. 


State, countv, and community committeemen are assigned the responsibility for 
the field administration of the program and work directly with farmers in ut f 


program assistance in an effort to get the greatest volume of conservation per 


formed on the iand by the farmers themselves. The responsibility for technical 











1444 


determinations in the field regarding designated permanent type practices is 
assigned to the Soil Conservation Service, except for forestry practices, for which 
responsibility is assigned to the Forest Service. 

The program for 1957 

The Department carried out the 1957 agricultural conservation program con- 
sistent with the authorization contained in the Department of Agriculture and 
Farm Credit Administration Appropriation Act, 1957. The Department con- 
tinued the policy of directing program emphasis toward but not limiting assistance 
to, enduring practices which are essential in the public interest and which farmers 
or ranchers would not carry out to the desired extent with their own resources, 
and to practices needed to meet the conservation problems on land being shifted 
out of production. 

States were authorized to operate the 1957 program concurrently with the 1956 
program in the fall of 1956. Under concurrent programs, State programs for 2 
different years are in operation during the overlapping period of time authorized 
by the Congress and during which practices performed are eligible for cost-sharing 
under either program but not both programs. 


The program for 1958 


The 1958 agricultural conservation program of $250 million has been developed 
and is being carried out substantially the same as the program for 1957. 

Changes for 1958 have been limited to those which, on the basis of 1957 experi- 
ence, were necessary to obtain more efficient operation or to apply 1957 program 
principles more effectively. These changes were primarily directed to prevent 
cost sharing from being used to bring new land into production when agricultural 
production is at an all-time high and in excess of present needs. 

Authority for local development and adaptation of the program continues. 
There is also encouragement for modifications of regular practices to meet local 
problems. In addition, there is continued the provision for the development. of 
new practices to meet new or unusual conservation problems. 

The maximum Federal cost-share limitation has been increased from $1,500 to 
$2,500 as directed by the Congress. 

States have been instructed to obtain from counties such periodic reports as 
are necessary to keep currently advised of the progress of the program in each 
county and to adjust funds among counties when necessary in order to get a 
maximum of conservation accomplishment, and to operate concurrent programs 
to provide the maximum flexibility essential to the best utilization of available 
Junds. 

The continuation of substantially the same program in 1958 as in 1957 enabled 
States and counties to progress from 1 program year to the next without inter- 
ruption. It also increased program understanding among county office personnel 
and farmers and helped get the 1958 program into operation with a minimum 
of delay. 

Funds available for program assistance are distributed among States in accord- 
ance with their conservation needs, except for the minimum allotment provision 
contained in both section 15 of the Soil Conservation and Domestic Allotment 
Act, as amended, and the 1958 Appropriation Act. Funds for the naval stores 
conservation program, cost of aerial photography, program printing, and trans- 
fers to the Treasury Department are subtracted Before the conservation needs 
formula is applied. The amount for naval stores has been determined in the 
same manner since 1948 and is based on the need for assistance under the naval 
stores conservation program as related to the total funds available for cost- 
sharing assistance to farmers. 


Program data 


Participation under the 1956 agricultural conservation program: 


Partici- Portion 

Item Unit Total pating partici- 

pating 
Farms Number 1, 210, 347 23 
Farmland 1,000 acres 442, 743 36 
Cropland do 184, 647 39 
Noncrop pasture and range do 193, 597 35 





! Includes United States, Alaska, Hawaii, Puerto Rico, and Virgin Islands; excludes naval stores con- 
servation program; includes 1956 emergency wind erosion control program, and emergency flood program, 
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Extent of selected conservation measures performed under the 1956 agricultural 
conservation program and accomplishments under the agricultural conservation 
programs—1 936-56 (preliminary, includes emergency practices) 


| 


| Extent Total accomplish- 
Practice | Unit under 1956 ments, 1936-56 ! 
program 


Dams and reservoirs ? Number 76, 925 | 1.4 million 











structures 
Drainage 4 | Acre__.. 1, 335, 855 | 34.2 million. 
Leveling lana to conserve irrigation water and prevent | .do 403, 757 | 5.8 million. 

erosion. | 

Standard terraces do 926, 050 | 22.2 million. 
Diversion and spreader terraces | Mile 5,107 | 107.3 thousand. 
Establishing contour stripcropping Acre 270, 570 | 5.1 million. 
Stripcropping not on the contour do 940, 204 | 103.4 million. 
Control of competitive shrubs on range or pasture. _- } do 552, 255 | 35.6 million. 
Tree planting , | do : 7 million. 
Liming materials applied for conserving purposes. | Ton_.. 16, 522, 673 | 358.6 million. 
Permanent sod waterways | Acre 45,170 | 500.0 thousand, 
All vegetative cover 4 do 14, 636, 227 | 725.1 million. 


! Includes completed measures only. 
2 Includes storage-type structures for erosion control, livestock water, and irrigation (new structures only 
3 Includes open- and enclosed-type drainages and shaping and leveling. 


Information on the 1957 program participation not yet available. 


EMERGENCY CONSERVATION MEASURES 
PURPOSE STATEMENT 


The objective of this program is to restore to normal agricultural use farm lands 
which have been damaged bv natural disasters. Cost-sharing assistance, up to 
80 percent of the cost of carrying out approved practices, is offered to assist and 
encourage farmers to carry out such practices. Assistance is given only when, 
as a result of wind erosion, hurricanes, floods, or other natural disasters, new 
conservation problems are created which: 

1. If not treated will impair or endanger the land. 

2. Materially affect the productive capacitv of the land. 

3. Represent damage which is unusual in character and, except for wind erosion, 
is not the type which would recur frequently in the same area. 

4. Will be so costly to rehabilitate that Federal assistance is or will be required 
to return the land to productive agricultural use. 

Appropriation: 
Appropriated, 1958 ead inlets ‘ $20, 000, 000 
Budget estimate, 1959__ 


Emergency conservation measures 


Supplemental Appropriation Act, 1958, and base for 1959 $20, 000, 000 
Budget estimate, 1959 i 


Decrease (due to elimination of nonrecurring item) ; 20, 000. 000 


Project statement 


Project 1957 [G58 1959 
(estimated estimated 
Emergency cost-sharing assistance to farmers and ranchers $930, 800 $7, 000, 000 
Unobligated balance brought forward_ 3, 069, 200 
Unobligated balance carried forward 3, 069, 200 


Estimated unobligated balance 16, 069, 200 


Total appropriation or estimate 4, 000, 000 20, 000, 000 


CHANGE IN LANGUAGE 


The estimates propose deletion of the following language: 
[For an additional amount for “Emergency Conservation Measures’’, to be 
used for the same purposes and subject to the same conditions as the funds appro- 
21494—58—pt. 3——_17 
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priated under this head in the Third Supplemental Appropriation Act, 1957, 
$20,000,000. J 

The proposed change eliminates nonrecurring language which was included in 
the Supplemental Appropriation Act, 1958, approved August 28, 1957, providing 
funds to carry out a program of emergency cost-sharing assistance in areas where 
new conservation problems have been created as a result of natural disasters. 

Mr. Wuirtren. We will be glad to have your general statement, 
Mr. Peterson. 


STATEMENT OF E. L. Petrerson, ASSISTANT SECRETARY OF 
AGRICULTURE 


Mr. Pererson. Mr. Chairman and members of the committee, we 
are glad to once again discuss with you the agricultural conservation 
program, or ACP as it is more commonly known, its scope, operation, 
and financing. 

ACP is one of a number of conservation and conservation-related 
activities of the Department of Agriculture. It is, as you know, the 
means through which payments are made to farmers and ranchers by 
their Government to share with them a part of the costs they incur in 
applying authorized soil and water conservation practices on the lands 
they own or operate. 

The ~ P program has been in use, with varying nomenclature to 
identify it, for approximately 20 years. While its accomplishments, 
extent of use, costs, and distribution are tabulated from year to year, 
there are no exact measures for evaluating its total contribution to 
achieving the use of farm or ranch lands on a basis that there is either 
no net loss of their productive capacity from year to year or that there 
is a net increase in productive capacity from year to year. 

Nonetheless, we believe ACP has made and is continuing to make a 
substantial contribution to the objective of achieving conservation 
management of the farm, ranch, and forested farmlands of the country. 
A recent survey conducted by the National Association of Soil Con- 
servation Districts disclosed that the soil conservation districts of the 
country regard ACP as second only to technical assistance to districts 
in value for the district program objectives of achieving the uses of 
land within its physical capabilities and the treatment of land accord- 
ing to its needs. 

We find also that ACP is being used to accelerate and advance the 
land treatment work so essential to effective application of the small 
watershed program. In addition, conservation practice cost-sharing 
is an integral part of the conservation reserve of the soil bank program. 
More recently cost-sharing has been provided as an integral part of 
the Great Plains program authorized by Public Law 1021, 84th 
Congress. 

Thus, while we must admit the absence of exact measurements to 
evaluate the total contribution of ACP and of other conservation 
program use of cost-sharing, we do find it in growing use as a conser- 
vation program tool. 

It is increasingly recognized that our national development, our 
standard of living, our agricultural and industrial achievements have 
been and are closely associated with the use and development of our 
abundant natural resources. Our continued national growth places 
ever larger demands upon these resources. Our population is increas- 
ing rapidly. Levels of industrial production are in a long-term upward 
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trend. Continuous, sustained, and improving use of our natural 
resources of soil, water, and timber is imperative. Currently we have 
agricultural production in excess of our immediate needs. With 
respect to water, however, periodic shortages are appearing in an 
increasing number of places. I believe water is now first in order of 
importance as a natural resource problem. 

In these circumstances organized and carefully planned soil and 
water conservation programs are of high importance. The elements 
of such programs need to be technically sound, applied in accordance 
with the technical requirements of the physical problems they are 
intended to overcome or correct, be understood and accepted by the 
people who own or manage the lands on which they are to be applied 
and have a wide basis of public support. 

Also, conservation programs, while meeting the foregoing require- 
ments, must be adaptable to the soil and water conservation needs 
of the respective States and communities within the States. These 
needs differ because of difference in climate, topography, soil types, 
farming or ranching patterns, economic factors, and perhaps other 
conditions. 

With respect to ACP, we believe the State and county committee 
system of administration the best yet devised to provide the program 
flexibility needed to take account of such differences and make this 
conservation cost-sharing program most responsive to local conditions 
and situations. 

With good program leadership ACP can also be made comple- 
mentary to and fully supporting of other conservation programs in 
use in local communities, whether those be small watershed, soil 
conservation district, soil bank, Great Plains, forestry, credit, educa- 
tion, or a combination of some or all of such programs. Also by local 
administration ACP can in considerable measure be adapted to meet 
unusual or emergency conservation problems which arise from time 
to time as a result of abnormal weather conditions. 

It is in accord with these objectives that ACP is now being ad- 
ministered. These same objectives likewise underlie the administra- 
tion of the other conservation and conservation-related programs of 
the Department. In total, the conservation and related work of the 
Department is extensive and substantial. 

Through soil and water conservation research we are extending our 
knowledge of how to manage lands within their capabilities and how 
best to treat them according to their needs. The findings of such 
research form the basis for the technical soundness of conservation 
practices. Research also is determining the economic factors as- 
sociated with conservation and conservation practices—their costs 
and benefits. 

The information so acquired is carried to farmers and ranchers by 
extension education and by Department agency personnel working 
with them on specific conservation problems. 

Our Soil Conservation Service provides technical assistance to land 
owners or operators in determining what the land capabilities are, the 
treatments needed to meet soil- and water-conservation problems, 
and the techniques of applving the practices necessary to do so. This 
same service is also provided to communities undertaking small- 
watershed programs. 
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Credit is provided through FHA soil and water loans and small- 
watershed loans where needed to help local people carry out their 
soil and water programs. 

The Great Plains program, applicable to the Great Plains counties 
of the 10 Great Plains States, is a new program which brings together 
technical assistance and cost sharing to overcome on an organized 
basis the soil and water and land management problems of entire farm 
or ranch units. 

The conservation reserve of the soil bank uses conservation practice 
cost sharing to help overcome the conservation problems on lands 
being retired from crop production for specified periods. 

ACP is in some measure complementary to all these programs. 

More and more farmers are developing longtime comprehensive 
conservation programs for their entire farm units. SCS records show 
that 1,161,745 farms now have farm plans which the operators have 
prepared with the help of their soil-conservation district and SCS 
ACP cost-sharing assistance is a valuable aid in the execution of the 
program incorporated in these plans. 

The principles and practices of ACP are an integral part of the 
conservation reserve of the soil bank. ACP is also a help to farmers 
who shift land from crop use to pasture and grassland and to tree 
production and to retain mm grass or trees land already so used. Thus, 
ACP may in some degree be characterized as a supporting service to 
all the conservation activities of the Department. 

The ACP is being administered by the State and county ASC 
committees within the framework of the national program as it is 
formulated every year under the leadership of the Agricultural Con- 
servation Program Service, and within governing legislative authori- 
ties. Out of prior years’ experience, certain operating principles, 
regulations, and procedures have been developed and placed in use. 
Those presently in effect are found in sections 1 through 9 of the most 
recent (1958) National Agricultural Conservation Program Bulletin. 
We believe these principles, regulations, and procedures suitable and 
effective for the administration of a national program while at the 
same time providing the program flexibility necessary for the State 
and county ASC committees to so administer the program as to adapt 
it to the widely varying State and local soil- and water-conservation 
problems. We contemplate no essential changes in these principles, 
although they may from time to time be more clearly defined as a 
result of experience in their application. 

The practices authorized for use by the States are enumerated and 
described in section 10 of the same bulletin. Practices authorized for 
use in county programs are selected from State bulletins prepared by 
the States within the limitations of the national bulletin. ° 

Provision is made for the adoption by the counties of special 
practices consistent with the principles of the national program 
required to meet special conservation problems which may exist or 
occur in the several counties. 

In the practice offerings, effort has been made to avoid the inclusion 
of practices which are a part of usual, normal, and required farm- 
operating procedures necessary to produce a crop. While all prac- 
tices provide economic benefits to users—if they did not, it is un- 
likely they would be applied—the relation between the prevention or 
repair of physical damage to the land and economic value to the farm 
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or ranch operator differs between practices and different users of the 
same practice. 

Most, if not all, conservation practices applied to agricultural lands 
create both physical benefits, including prevention or repair of physical 
damage to the land, and economic benefits to the landowner or 
operator. An ever-present question in the ACP cost-sharing program 
is that of determining the degree of economic benefit to accrue to the 
individual beneficiary (landowner) in order to achieve a conservation 
benefit in which there is a public interest. There appears to be no 
objec ‘tive and clear-cut measurement to make such a determination. 

Thus, judgments of program acceptability are uncertain if accepta- 
bility results because the program helps defray a part of the cost of 
farming operations or because it helps overcome soil- and water- 
conservation problems—the basic program purpose. The division of 
the public dollar between the private individual and the public 
interest cannot be precisely determined. However, not all dollars 
used in the program are public dollars. Approximately half, perhaps 
more, of the expenditures for practice applications to the lands are 
private dollars made by the farmers and ranchers themselves. 

While we know the program has good acceptability, we are un- 
certain of the division of values users place upon it as between the 
needs of the land and economic benefit. Thus, we have tried, with 
the best information and judgments we have, to offer practices which 
landowners and operators need and can effectively use and which 
help achieve conservation objectives—the public-interest part of this 
program. 

We have made an evaluation of practices, and intend to delete some 
previously offered and to modify others. We propose, also, some 
modifications in cost-share rates. Mr. Koger will discuss the deletions 
and modifications in detail and the reasons therefor. 

We believe the intended practice deletions will result in more 
effective direction of the program to meeting soil- and water-conserva- 
tion needs. The States and counties can center its application to 
those conservation problems of greater conservation significance. 

With respect to the 1958 program, our best present indications are 
that the program will be utilized to approximately its full authoriza- 
tion. However, estimated unobligated balances from the prior-year 
program will permit the satisfaction of all commitments by an appro- 
priation of $235 million; and that, therefore, is the amount of our 
appropriation request. 

We are proposing a forward authorization of $125 million. While 
this is a sharp curtailment of ACP, we would direct the committee’s 
attention to the fact that the total conservation effort of the Depart- 
ment is, and will, we think, continue to be, substantial. We recognize, 
of course, that it is a matter of judgment how eheeperpd ba are 
distributed between the several conservation activities of the Depart- 
ment. However, recognizing the pressing needs of other conservation 
programs, we believe this proposal for ACP to be reasonable. 


AUTHORIZATION FOR THE 1959 PROGRAM 
The President in his budget message recommended a program level 


of $125 million for the 1959 agricultural conservation program. In 
that message he stated that this amount, together with other public 











1450 


efforts in support of soil and water conservation, will permit cost- 
sharing payments for the more permanent soil- and water-conservation 
practices that are needed to maintain an adequate agricultural resource 
base. He also stated that those practices which are a part of usual 
and required annual farming methods or which return immediate 
benefits to the farm are properly the responsibility of the fe irmer rather 
than of the Government. In his special message to the Congress on 
the farm program, the President stated that the Congress should im- 
prove conservation accomplishment by restricting cost sharing to 
those practices which achieve longer lasting conservation benefits. 
The Secretary’s statement before the Senate Committee on Agri- 
culture and Forestry also dealt with the reduction in program level and 
the types of changes to be rade in the program. The Secretary stated: 
The budget proposes the continuation of the agricultural conservation program 
of cost-sharing payments to farmers who carry out approved soil- and water- 


conservation measures on their farms. Authorization of funds is sought for a 
1959 er« p year program. 


This reduction of $125 millio below the present level of $250 million is proposed 
because of the general necessity to allocate expenditures only to the most essential 
needs so as to permit major effort in the national defense areas We believe 
that by careful administration the lower authorization will be sufficient to give 
attention to the most urgent problems of conserving agricultural resources. It 
is contemplated that the Department's total conservation effort will continue 
to be maintained at a substantial level 


The Secretary further stated: 


The 1959 agricultural conservation program will give particular attention to 
those conservation measures which are of major importance to farmers in making 
a transition from cropland to grass o1 trees Also, the program will give ittentior 
to the problem of continuing in protective cover land which otherwise might be 
shifted to a more intensive use 

Adjustments will be made nationally to direct the program away from practices 
contributing most ieee dl increases in agricultural production. In view 
of the various programs designed to limit production, this step is entirely logical 


The program will be operated at the local level on the basis of achieving the most 
urgentls needed conservation which, in the judgment of loeal people, can be 
obtained under the circumstances that exist on their individual farms and ranches 
in 1959. While the program generally will be directed to practices with longer 
lasting benefits and which are not frequently repeated as a necessary part of 
farming, the policy will be to provide a program of sufficient scope and flexibility 
to deal with-acute local problems. These conservation problems vary as to 
kind and intensity not only State DV State but even as between counties within 
a State. 


The reduced program fund will be distributed among the States on the basis of 
the same conservation needs formula as used in past programs. Therefore, the 
reduction in program level would be approximately the same in all States. 


In this setting the proposed 1959 national bulletin will still include 
a broad list of practices ene State and county will continue 
to have a great degree of flexibility in making adjustments to meet 
the most urgent conservation needs which farmers will face in 1959. 
It is proposed to continue the provision in the present program which 
authorizes the approval of practices which are not included in the 
ational bulletin, if they are consistent with program principles and 
are needed to meet particular conservation problems in a county. As 
has been the case in previous programs, approval of such practices 
may be made on the recommendation of the State and county com- 
mittees and designated representatives of the SCS and Forest Service 
at the county and State levels, upon their findings that the same con- 
ditions, enumerated in the 1958 national bulletin applicable to the 
F-—2 practices, existed 
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Mr. Paul Koger, Administrator of the ACPS, is here and will discuss 
in more detail the proposed changes. We shall, of course, be glad to 
try and answer such questions as you may have and to supply addi- 
tional information which you may desire. 

Mr. Wutrren. We will now hear from Mr. Koger. 


STATEMENT OF THE ADMINISTRATOR 


Mr. Koger. Mr. Chairman and members of the committee, during 
the period which has elapsed since we discussed the ACP budget last 
spring, we have completed the conservation work under the 1957 
program, inaugurated a 1958 program, and have made tentative 
plans for a 1959 program. We also have received and summarized 
the final reports on 1956 program operations. I shall comment in 
detail on the proposals for 1959. 

However, before doing that I would like to review briefly the 1956 
program, and the status of the 1957 and 1958 programs. 


ACCOMPLISHMENTS, 1956 


Regular and emergency agricultural conservation program practices 
were more widely used in 1956 than in 1955. A total of 1,210,347 
farms and ranches in the 48 States and 4 Territories participated in the 
agricultural conservation program in 1956. This was an increase of 
68,326 over the number of farms and ranches that participated in 1955. 

Tabulations show that the gross assistance for carrying out author- 
ized conservation practices under the 1956 ACP was $222 million. 
This includes cost-share payments to farmers for regular and emer- 
gency measures, and the naval stores conservation program, and the 
ACP funds used for technical services. 

The average amount of ACP cost-sharing assistance received by 
each individual who participated in the 1956 ACP was $170. 

Groups or communities of farmers made greater use of ACP pooling 
agreement provisions to obtain cost-sharing to solve community con- 
servation problems that could not be handled effectively on an indi- 
vidual farm basis. A total of 17,338 farms took part in 1,631 pooling 
agreements. Under the 1955 program, 11,185 farms participated in 
960 agreements. 


1957 AGRICULTURAL CONSERVATION PROGRAM 


The ACP National Bulletin for 1957 was approved on July 2, 1956, 
just after the opening of the 1957 fiscal year. During the prior 
months, February through June, the ACP was taken through the 
annual process of review and adjustment. During the early months 
of the 1957 fiscal year, State and county programs for 1957 were 
developed and approved within the framework of the national AC = 

State and county re present atives of the Soil Conservation Servic 
Forest Service, Extension Service, and soil conservation districts as 
well as other groups and agencies, participated with State and county 
agricultural stabilization and conservation farmer committeemen in 
developing recommendations for making adjustments in the 1957 
ACP from the 1956 ACP. 

The authority for the concurrent operation of two programs in the 
fall of 1956 (the 1957 and 1956 programs) was utilized to provide the 
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maximum flexibility essential to more complete use of available cost- 
share funds. Conservation work depending on cost-sharing proceeded 
without interruption as the ACP passed from one program year into 
another. 

PROGRESS REPORT—1957 ACP PARTICIPATION 


Preliminary reports on participation under the 1957 ACP have been 
obtained from each State ASC committee. Based on these reports, 
the number of farms which participated in the regular 1957 program 
was slightly greater than the number in 1956. 


1958 AGRICULTURAL CONSERVATION PROGRAM 


During the final months of the 1957 fiscal year, the ACP was re- 
viewed preparatory to announcement of the program for 1958. At 
the suggestion of the Congress, State and county ACP development 
groups moved in the direction of combining their 1958 program de- 
velopment with the formulation of 1959 program recommendations. 

The 1958 program is underway in all States. While it is too early 
to obtain a statistical measure of its progress, the practices for which 
cost-sharing is offered nationally under the 1958 program are the same 
as those offered under the 1957 program. 

As in the past, we have given considerable attention the past vear 
to how the administration of the ACP may be improved. We are 
continuing our efforts along that line. One of the steps taken has 
been the preparation of and issuance of an ACP Guidebook for ASC 
Farmer Committeemen. I have several copies of this publication 
with me. 

This guidebook offers suggestions to the local committees on how 
they might strengthen and improve conservation farming in their 
counties through the considered use of county allocations of ACP 
funds. 

It suggests plans of action which might be followed by county com- 
mittees to enable more of their farmers to achieve the maximum con- 
servation per cost-sharing dollar. 

The guidebook emphasizes to the farmer committeemen that cost 
sharing is only one of the total conservation efforts of the Depart- 
ment—the others being research, education, technical service and 
credit. It points out ways in which we believe that the ACP can be 
used to increase the effectiveness of the Department’s total conserva- 
tion effort. 

Efforts of this kind in which we accumulate greatly varied experi- 
ences throughout the country ard then put them out to all county 
groups are helping provide the leadership we believe essential if local 
people are to best avail themselves of the opportunity that ACP offers 
for local adaptation and initiative in meeting local conservation 
problems. 


EMERGENCY CONSERVATION MEASURES IN 1957 AND 1958 


During the spring and summer of 1957, floods and continuing 
drought in several States and a hurricane in Louisiana created new 
conservation problems. The States immediately used the authority 
in the regular 1957 ACP to develop conservation practices to meet 
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these new problems and utilized their regular program funds to a very 
substantial (exact data not yet available) extent within their author- 
ized county program, and States needing to do so have continued the 
same authorities under the 1958 regular program. 

Also, allocations from the special funds appropriated by the 85th 
Congress were made in the fall of 1957 to 10 States (Arkansas, Indiana, 
Kansas, Kentucky, Louisiana, Minnesota, Missouri, Oklahoma, 
Oregon, and Texas) for use in 127 counties designated by the Secretary 
of Agriculture for this purpose. The authorization for using special 
funds in these counties has been continued for the 1958 program and 
additional allocations have been made available for those States and 
for some additional counties. As of February 19, 1958, about $5.7 
million had been allocated from these special funds. 

In authorizing additional emergency conservation funds last year, 
the Congress established specific criteria for their use. Cost sharing 
under Public Laws 85-58 and 85-170 was restricted to emergency 
measures needed to meet new conservation problems created by the 
natural disaster, only where the new conservation problems (1) if not 
treated, will impair or endanger the land, (2) materially affect the 
productive capacity of the land, (3) represent damage which is unusual 
in character and, except for wind erosion, is not the type which 
would recur frequently in the same area, and (4) will be so costly to 
rehabilitate that Federal assistance is or will be required to return the 
land to productive agricultural use. 

The emergency conservation measures for which these special funds 
currently are being used, deal primarily with rehabilitating farmland 
which as a result of floodwaters, has suffered major damage such as 
deep guilying, heavy deposits of sand or other debris, breaking of 
dams, farm dikes, etc., and heavy deposits of materials in previously 
functioning drainage systems. Emergencies which have already 
occurred or which may occur will be dealt with, using the criteria in 
Public Law 85-58 referred to above. 


1959 APPROPRIATION REQUEST 


The proposed 1959 fiscal year approprration for the ACP is $235 
million. It will be used primarily for financing the 1958 crop year 
program which was authorized by the Congress last year and has been 
formulated and is now operating on the basis of a $250 million pro- 
gram. However, a direct appropriation of only $235 million is 
requested which will provide for meeting the full obligations under 
the 1958 program. ‘The difference of $15 million is available from 
unobligated balances from prior programs and a reduction in the 
amount of the 1959 appropriation to be used for advance purchase of 
conservation materials and services for the 1959 program during the 
period January 1 to June 30, 1959. 


CHANGES IN APPROPRIATION LANGUAGE 


The language proposed is the same as that contained in the 1958 
appropriation act, except for the usual changes in year dates and the 
following: 

(1) A 1959 appropriation of $235 million is proposed in lieu of the 
$212 million appropriated last year. 

(2) An advance authorization of $125 million is requested for the 
1959 program. 
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1959 ADVANCE AUTHORIZATION AND PROPOSED CHANGES IN PROGRAM 
FOR 1959 


As indicated by the budget, we are recommending an advance 
authorization for the 1959 program of $125 million. Mr. Peterson 
outlined the basis for this recommendation and indicated the general 
policies under which we propose to formulate the 1959 program. 

May I add that these proposals have been developed after long 
consultation between the agencies of the Department, and I fully 
agree with them. 

I would like to review with you specifically what effect the principal 
changes proposed will have on the 1959 program. 

The following are the proposed changes which will affect the indi- 
vidual farmer: 


CONSERVATION PRACTICES PROPOSED TO BE OMITTED 


[t is proposed to omit the following conservation practices from the 
1959 agricultural conservation program: 

A-3. Establishment of additional acreages of vegetative cover in 
crop rotation to retard erosion and to improve soil structure, per- 
meability, or water-holding capacity. 

The major use of practice A—3 is in the Corn Belt where sod crops 
in rotation are generally grown in the course of normal farming opera- 
tions. We have been sharing costs only on the increases in the acreage 
of sod crops. We think that matters such as corn allotments, corn 
needs, prices of feed and other factors have more influence on whether 
increases in sod crop acreages will be made in the area than a very 
limited cost-sharing offer. In our opinion cost-sharing is much more 
needed on other practices in this area. 

B-4. Furrowing, chiseling, ripping, scarifying, pitting, or listing 
noncrop grazing land to prevent soil loss, retard runoff, and im- 
prove water penetrs ation. 

This practice is used on the rangelands of the West. Only a small 
number of ranches have received cost sharing for it in counties where 
the practice is included in the local program. The practice can be 
carried out without large off-farm expenditures by the operator. We 
believe that other conservation problems in the area are more in need 
of cost sharing. 

B-5. Constructing wells for livestock water as a means of protecting 
vegetative cover. 

This practice has as its purpose the protection of grazing lands by 
making possible a better distribution of grazing. It results in a 
utilization of water rather than the conservation of water. We 
believe that generally more total conservation benefit will be gained 
by emphasizing other practices for these purposes which also conserve 
water. 

B-8. Installing pipelines for livestock water as a means of protecting 
vegetative cover. 

The same comments above for practice B—-5 are also applicable to 
this practice. 
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B-9. Constructing permanent fences as a means of protecting 
vegetative cover. 

This practice is only authorized for use in getting better manage- 
ment of range and pastureland by rotation grazing. It is limited to 
land already established in vegetative cover. We believe that cost 
sharing is less needed for this purpose. Fencing in order to manage 
grassland generally is considered a necessary part of the cost of 
establishing a farm or ranch. We will continue to share costs under 
other practices for fencing land that is being shifted to vegetative 
cover if fencing is needed to protect that cover while it is being estab- 
lished. 

C-3. Initial establishment of orchards, vineyards, bush fruits, 
strawberries, or perennial vegetables on the contour to prevent 
erosion. 

Very few farms are getting cost sharing for this practice. We 
believe that it is gene rally acce »pted as something farmers can and will 
do without cost sharing. 

C-8. Streambank or shore protection, channel clearance, enlarge- 
ment or realinement, or construction of floodways, levees, or dikes, 
to prevent erosion or flood damage to farmland. 

The problems which are dealt with under this practice are so varied 
that we believe they can be dealt with best through our practice F—2 
which provides authority to develop local practices for problems 
peculiar to a given county. 

(-11. Shaping or land grading to permit effective surface drainage. 

This practice is little used in comparison to other practices in meet- 
ing drainage problems. It is suited for use on only a limited number 
of farms and under special conditions peculiar. to individual farms. 
It can best be dealt with through practices developed locally under 
our practice F—2 authorization. 

(-14. Constructing or lining dams, pits, or ponds for irrigation 
water. 

This practice brings quick and substantial returns to the farmer 
through the increased production resulting from additional irrigation 
water. We believe that there is less need for cost sharing for this 
practice than for most other conservation measures. 

D-3. Establishment of vegetative cover for green manure and for 
protection from erosion. 

This practice is now most used for plantings which are a part of a 
normal farming rotation. Early tmereases in crop yields follow 
this practice. Winter cover crop and summer cover-crop practices 
which are used to protect land through the seasons when under 
normal crop use it would be bare, are being retained in the program. 
They can be used to meet the conservation problems for which 
practice D-3 has been used in the past. 


PROPOSED CHANGES IN CONSERVATION PRACTICES WHICH RESTRICT rHEIkK 
APPLICABILITY 


It is proposed to change the following coriservation practices as 
indicated: 

It is proposed to preclude cost-sharing for any land clearing opera- 
tions under practice A-2 initial establishment a a emeaell vege- 
tative cover for soil protection or as a needed land-use adjustment. 
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Much of the land, while if cleared, would be suitable for permanent 
vegetative cover, is well protected by tree cover. We already limit 
clearing assistance under this practice to those relatively few cases 
where the only way to solve the conservation problem is to clear the 
land and then establish a vegetative cover on it. We believe it better 
to withdraw the offer of cost sharing for the clearing part of practice 
A-2 than to risk a misunderstanding which can result in clearing land 
in order to expand the size of farms. 

It is proposed to omit rock phosphate from the list of eligible 
materials for practice A—4 initial treatment of farmland to permit 
the use of legumes and grasses for soil improvement and protection. 
Rock phosphate will still be eligible for cost sharing when applied 
in connection with other practices involving the establishment or 
improvement of vegetative cover for soil protection. This will put 
rock phosphate on the same basis as other fertilizers. 

Rock phosphate was originally included in practice A-4 because it 
has a long period of availability. However, when applied to rotation 
seedings, it contributes significantly to the yield of row crops in the 
rotation. Under these circumstances we believe farmers will not 
require cost sharing. The only effect of the change is to discontinue 
cost sharing in such cases. i 

It is proposed to limit cost sharing for practices C—9 Constructing 
permanent open drainage systems to dispose of excess water, C—10 
Installing underground drainage systems to dispose of excess water, 
C-12 Reorganizing irrigation systems to conserve water and prevent 
erosion, and C-13 Leveling land for more efficient use of irrigation 
water and to prevent erosion, to land which was devoted to the pro- 
duction of cultivated crops or crops normally seeded for hay or pasture 
in the area during at least 3 of the last 5 years. The present rule 
limits cost sharing to land so used during at least 2 of the last 5 years. 
This will provide further assurance that these practices will not be 
used to bring additional land into agricultural production. 


PROPOSED CHANGES IN RATES OF COST SHARING 


It is proposed to reduce the maximum rates of cost sharing for the 
following practices from 50 percent of the average cost of performance 
to 35 percent of the average cost of performance: 

B-3. Controlling competitive shrubs to permit growth of adequate 
desirable vegetative cover for soil protection on range or pasture land. 

C-9. Constructing permanent open drainage systems to dispose of 
excess water. 

C-10. Installing underground drainage systems to dispose of excess 
water. 

C-—12. Reorganizing irrigation systems to conserve water and prevent 
erosion. 

C-13. Leveling land for more efficient use of irrigation water and to 
prevent erosion. 

C-—15. Lining irrigation ditches to prevent erosion and loss of water 
seepage. 

B 1. Stubble mulching to improve soil permeability and to protect 
soil from wind and water erosion. 

K-2. Initial establishment of contour farming operations on non- 
terraced land to protect soil from wind or water erosion. 
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K-—3. Wind erosion control operations in serious wind erosion areas. 

While we plan to continue the present maximum rate of cost sharing 
for practice A-4 initial treatment of farmland to permit the use of 
legumes and grasses for soil improvement and protection for eligible 
materials which are applied under practice A—4 in connection with the 
establishment or improvement of permanent vegetative cover, it is 
proposed to reduce the cost-share to 35 percent for liming materials 
and other eligible materials used only in connection with annual and 
rotation vegetative cover. 

We believe that cost sharing generally will be needed for the above 
practices or the parts of them for which cost sharing is retained. 
However, we believe that these are the practices for which most 
farmers can most reasonably be expected to contribute a larger share 
of the cost. 

In addition to the above changes there will be those changes which 
are necessary to bring up to date the program year references. We 
will also make some changes in wording which will clarify some of the 
present program provisions and if the committee desires I shall be 
glad to review these at this time although they will not restrict the 
eligibility of farmers for cost sharing. 


Mr. Wurrren. When are the soil bank witnesses to appear before 


us? 


Mr. Prererson. We have them scheduled for March 18. 

Mr. Wuirten. I notice that you recommend a direct appropriation 
of $235. That is the request for funds to pay last year’s program; 
is that correct? 

Mr. Pererson. That is correct, Mr. Chauman. 


FIRMNESS OF BUDGET FIGURES 


Mr. Wuirren. How recent is your estimate? I can realize you 
can’t tell exactly what your calls are going to be. Are you firm on 
that figure? 

Mr. Pererson. I don’t believe we are completely firm. 

May I ask some of our ACP people or budget officer to respond 
to that? 

Mr. Kocer. Mr. Scruggs, what is the latest figure on underearnings 
for the funds we have unused for the 1956 program? 

Mr. Scruaes. The underearnings are about $10 million. They 
increased just a little over the $9.5 million estimate made when we 
appeared before the Budget Bureau. 

In addition to the $10 million there are about $4.5 million of other 
unobligated funds which may be used, enabling us to reduce our 1959 
estimate from $250 million to $235 million. 

Mr. Wuirren. Many of us on this committee have been seriously 
disturbed at the Budget’s recommendation that this program be cut 
in half, the announcement for the 1959 program, from $250 million 
program down to $125 million program. 


ACP PARTICIPATION 
Mr. Peterson, how many participants did you have in calendar year 


1957 in the ACP program? 
Mr. Pererson. A million and a quarter, roughly. 
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Mr. Kocer. 1,210,347 farms, and 1,258,000 farmers. 

Mr. Wuirren. The committee is familiar with this program. 
Briefly, for the record, what contribution did those farmers or pro- 
ducers make in the way of cash or services under this cooperative 
program? 

What is your estimate? 

Mr. Prererson. I don’t believe that can be made with absolute 
accuracy, Mr. Chairman. I think it can be stated that they put in to 
the work, in addition to the Government payments, with their own 
money, at least an equivalent amount. I am of the opinion and 
judgment that the amount is larger than that. 

In other words, I believe the farmers, through their own participa- 
tion, put in more than the equivalent of the amount the Government 
puts into the program. 


PROCEDURES FOR DETERMINING PRACTICES TO BE CARRIED OUT 


Mr. Wuirren. These practices that are carried out under this pro- 
gram, as I understand the procedure, the local committees in the 
various counties who know and work with the farmers meet first and 
indicate programs that would be of interest to their area. These in 
turn go to the State offices, where they are considered. Then the 
States in turn advise the national office of the programs of interest to 
the farmers in their State. Of course their current programs have 
existed for a number of vears. 

Those suggestions go from the farmer to the county, to the State, 
then to the Washington level. Then here in Washington you get out 
a catalog of practices, do you not? 

Mr. Pererson. That is substantially correct. 

Mr. Wuirten. That in turn goes back to the States, and from the 
States to the counties. Then from the list that you finally approved 
it is left up to local committees within that framework to select the 
practices that are of interest locally? 

Mr. Pererson. That is correct. 

The State handbooks vary from State to State because the State 
development group and the State program committee put their 
State program together within the framework of the national hand- 
book, and the counties then put their program together within the 
framework of whatever their State group has approved. 


SPECIALLY DEVELOPED PRACTICES 


In addition to that, as I think you are aware, there is provision in 
the national handbook, and I| believe, in most of the State handbooks 
for the counties, over and above the practices that are within their 
handbook, to request from time to time special practices to fit a 
particular need within particular counties. 

Mr. Warrren. You have had that happen in numerous instances, 
where disaster or some other unusual circumstance might occur; have 
you not? 

" Mr. Pererson. Yes; we have. 

Mr. Wurirren. In many instances you have, through that means, 

helped relieve floods and drought and other disasters? 
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Mr. Prererson. I think the relief has been rather substantial, in 
the aggregate, Mr. Chairman, and quite substantial in specific in- 
stances. I think Mr. Koger, or one of his assistants, could provide 
figures to show the extent to which the total program has been used 
to meet that type situation, if you desire. 

Mr. Wuirren. I would be glad to have the record carry that, Mr. 
Koger. 

1 feel that many programs are worthwhile but, when you have an 
established program with a million and a quarter participants, and it 
has been in existence for many years, and where it has run to the 
extent this one has, with the freedom of choice to the extent that this 
program provides, however valuable some other proposal might be, it 
would be pretty hard for me to cut this program in half in order to 
institute a new one that is untried. 

That looks to me to be rather unsound. 

(The following information was subsequently supplied :) 

Under the ACP, funds are available for sharing with farmers the costs of carry- 
ing out needed conservation. When new conservation problems occur State and 
county committees are encouraged to provide ACP assistance to the extent fea- 
sible to the farmers and ranchers needing this help. In addition to the regular 
practices shown in the ACP National Bulletin, authority has been provided for 
counties to adjust their programs to help meet new conservation problems. 

During the program years 1954 through 1956, approximately $43 million of 
regular ACP funds were used for sharing costs of specially developed practices to 
meet new conservation problems. These funds are in addition to the special 
funds provided by the Congress for emergency conservation measures. 


REDUCTION IN PROGRAM BY BUREAU OF THE BUDGET 


Mr. Wuirren. Did this reduction of next year’s program from $250 
million to $125 million originate with the Department, or was that 
with the Bureau of the Budget ? 

Mr. Grant. The Department proposed an advance authorization of 
$200 million for the 1959 program, a reduction from $250 million to 
$200 million. The reduction from $200 million to $125 million was 
made by the Bureau of the Budget. 

Mr. Wuirren. That makes me have about as little confidence in 
the knowledge of the Bureau of the Budget as a lot of folks who have 
been speaking on the floor the last few days. Here we find the Budget 
Bureau cutting this agricultural conservation program, as I have said, 
participated in by a million and a quarter farmers, and to which they 
had contributed equally as much, and perhaps a lot more. 

They cut $75 million out in the Bureau of the Budget. In the same 
budget, that Bureau has recommended an increase in the conservation 
reserve program, from $325 million to $450 million, when the record 
shows that there are only 58,000 farmers who participated in that 
conservation reserve program last year. If you will divide 58,000 
into $325 million, anybody can see just how terribly expensive that is. 

As I pointed out earlier in this record, it shows that some of the 
rates paid are such that it would equal the value of the land in 3%o 
years. 

Unfortunately we don’t have the Bureau of the Budget before us 
where we could question them as to what they are thinking about 
in that regard. But neither do they have a chance to go on the floor 
of the House. Maybe we will have our day in court, too. 
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Mr. Peterson, you recall the disturbance that came about last year 
when it was understood that from Washington there would be a 
serious curtailment of some of the practices that had theretofore been 
carried on. 

As you know, in this program there are a lot of practices of vital 
interest to the southeastern part of the United States. There are 
certain others that are of vital interest to the New England area. 

I was besieged by letters last year, and this vear again, from those 
two sections partic ularly. They are very much upset about this 
budget reduction in the ACP program. 

Has that program been operated and carried on this year in pretty 
much the same way that it was last year? 

Mr. Pererson. I believe it has been operated, exactly as it was 
before and in accordance with the conference report, Mr. Chairman. 

There were some internal memorandums that were not final by any 
means that became public property by some manner or another, and 
a good many, what I would frankly call irresponsible statements have 
been made by folks outside the Department about our intent and 
purposes with respect to this program. 

We are equally as distressed as anyone else over the occurrence to 
which you refer. 

As I have said many times, I think part of our responsibility is to 
continually appraise all of our programs, whether they be in this 
field or any other field, to see to it that they are not contradictory to 
each other, and the purposes for which they are advanced are achieved 
to the fullest possible extent. 

That is exactly what we try to do. In this particular presentation 
we suggest, disclose, and lay out our intent to the committee to delete 
some practices from the present catalog, as you call it, or handbook, 
as it is more generally known, together with the re asons for doing so. 

We think that this program is a good program. It is generally 
complementary to all or most of the other conservation work we are 
doing. I point out in my general statement that on the recent survey 
made by the National Association of Soil Conservation Districts they 
find the ACP program second only to service to districts provided by 
the conservation operations of the Soil Conservation Service, in benefit 
to them and to their farmer cooperators, in achieving the objective of 
their program which is to get their lands treated in accordance with 
their needs, and used in accordance with their capabilities. 

I think that is about the situation. 


PARTICIPATION IN PRACTICES PROPOSED TO BE OMITTED 


Mr. Wuirtren. Have these proposed changes for the next year been 
taken up with the States that now have to carry out those practices? 

Mr. Peterson. I will ask Mr. Koger to respond to that. They 
have been developed in the Department through a meeting of the 
several agencies concerned. I am not sure, but I don’t think they 
have been discussed with the States, Mr. Chairman. 

Mr. Kogzr. No, sir; they have not. Earlier we received recom- 
mendations from the counties and from the States for program 
changes. 

Mr. Wuirren. And I realize you have your own problems. But 
the Sears, Roebuck catalog doesn’t bother anybody because they 
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have some items in there that none of us want to buy. With your 
catalog of practices, I wonder if it hurts very much to carry practices 
in there where there is no requirement that they do use them. In 
other words, they have to accept that practice locally. 

I would like to know how many participants there were in these 
practices that are recommended for deletion from the catalog. I would 
like to have that information by States. If you don’t have exact 
figures, I would like to have the best estimate now for the consideration 
of the committee. 

Mr. Prrerson. We can supply that, Mr. Chairman. I believe 
the last statistical summary of the program operations we have would 
be for the year 1956, showing the use of the practice, the units of the 
practice, the total cost sharing assistance for the practices used and 
the percentage of the total program represented by each individual 
practice, including those which we propose for deletion. 

Mr. Wuirtren. We would like to have the information shown fully. 
We don’t mean to preclude you from adding other information that 
may make the picture clear. 

Mr. Prererson. We will be glad to supply it, Mr. Chairman. 

(The following information was subsequently supplied :) 

The following table shows the extent of each practice carried out under the 1956 
ACP, the portion of the total cost-sharing assistance which was used for each 
practice, and the net amount of cost-sharing or practice assistance used. Funds 
used for small cost-share increases, technical services, and operating expense are 
not ineluded: 
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Mr. Wuirren. The proposal for the deletion of these programs is 
in connection with a $125 million program, which is the maximum 
that the Bureau of the Budget authorizes you to request, is that 
correct? 

Mr. Peterson. That is correct, Mr. Chairman, although we want 
to make this point clear: 

We would recommend the changes in the practices even though 
you might suggest some additions to the budget if that be how the 
matter finally comes out. We would appreciate having those prac- 
tices considered on their merits without regard to the size of the 
appropriation that may be authorized. 

Mr. Wuirren. We will try to give attention to that. We invited 
it in connection with the report of last year. I would think it would 
be well to have in the record the section from the conference report 
on this item last year. The information is as follows: 


From conference report, p. 7, dated July 5, 1957. 

The conferees recommend that the Department revise its method of securing 
recommendations for practices covered by the proposed advance authorization 
for the 1959 agricultural conservation program by securing recommendations 
for cost-sharing practices from county and State committees at the time the 1958 
program is formulated. This should result in economy of program administra- 
tion, more timely recommendations for formulation of a national agricultural 
conservation program for 1959, and should enable the Department to present 
any changes proposed in the 1959 program to the Congress during appropriation 
hearings next year. 

Mr. Wuirren. We appreciate your cooperation in carrying out this 
directive from the conferences. 

We appreciate your cooperation in submitting to us what the pro- 
posals are. 

Now that we have them, we are faced with securing what informa- 
tion we can as to what the outlook 

Mr. Pererson. We will certainly supply everything we possess, 
Mr. Chairman. 

I want to say this on the record, Mr. Chairman: As I said earlier 
in the other hearing just concluded, that our whole purpose is trying 
to put together a total conservation package within the several tools 
that the Congress has provided, including ACP, where the maximum 
job can be accomplished for the money expended. There is no other 
purpose in our prese ntation. 

Mr. Wuirren. I wish to thank vou again. Being thoroughly 
familiar with this program through the vears, I won’t ask you any 
further questions. 


Mr. Marshall? 


NO PROPOSALS FOR CHANGE IN ADMINISTRATION OF AGRICULTURAL 
CONSERVATION PROGRAM 


Mr. Marsuaty. Mr. Secretary, I would like to ask you a question 
which I asked you the other day. I am going to ask it because I 
think it ought to be repeated in the record at this point, since we have 
before us the agricultural conservation program. ‘That question is, 
Do you contemplate making any change in administration of the 
agricultural conservation program? 

Mr. Prererson. We have no proposals under consideration. 
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Mr. Marsa. Any plan for putting ACP under SCS? 

Mr. Prererson. We have no proposals under consideration for any 
change. 

Mr. MarsHati. You won’t make any change whatsoever this 
coming year? 

Mr. Prrerson. We have no proposals under consideration. 

Mr. MarsHa.u. I notice that we have had some new language that 
is being used in connection with the agricultural conservation program. 


‘‘CAFETERIA APPROACH’ TO ACP 


The language you are talking about is a “cafeteria approach.” 
What is referred to there? 

Mr. Prererson. I think I have used that language, Mr. Marshall, 
on several occasions. By cafeteria, I go back to what I said earlier, 
that is, the use of conservation practices on land without knowing 
the capabilities of the land, its needs for specific practice treatments 
as shown by a map of the soil types, and having a complete conserva- 
tion plan on a total farm unit to apply practices in progressive order 
and in proper combination, to place that farm at sometime, or over 
some period in time, under complete conservation management. 

Mr. Marsa. Actually, though, as far as the farmer is concerned 
what is wrong with him coming in and making a selection of practices 
that will do him the most good on that farm? 

Mr. Pererson. If the farmer has the counsel, or knows of his own 
knowledge and has a program where, by using ACP, or any other of 
the programs available to him he can at some point have complete 
conservation management in place on his farm, there isn’t anything. 

As I pointed out, the ACP has been of very material help to the 
cooperators of soil conservation districts, who have developed with the 
best technical advice that can be furnished a program for their entire 
farm, and at some point of time, they get their entire farm treated, 
so to speak, with these practices, and then the *y have got the ng done 
and it is merely a case of continuing the management of their farms 
so as to retain the conservation benefits thus achieved. 

My personal feeling is that we should not go on year after year 
indefinitely spending money, unless we may have some assurance that 
we are getting to some point of accomplishment. I think that the 
problem here is to determine, or have some way of measuring, as to 
how we get to that accomplishment. The only way I know of that 
we have at the present time is for the farmer to develop for himself, 
using all of the technical advice and counsel that he can get, a program 
predicated upon his physical problems and then using all these tools, 
including ACP to get that program established on his farm. 

Mr. Marsuauu. If I understand you correctly, then, under this 
so-called cafeteria approach proposition, there is no attempt on the 
part of the Department to regiment the farmer along the line of using 
agricultural conservation programs as the Department sees fit, pro- 
vided that he does make the proper use of that on the farm? Is that 
correct? 

Mr. Prererson. The last thing I would want to do, is to tell the 
farmer what he had to do. I do think this: That if a farmer or any 
other citizen uses public money, then there should be the best means 
possible to determine that that public money accomplishes a purpose 
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that is in the public interest, and actually gets achievement. That 
is my frank view, sir. 

Mr. MarsHatu. Right today there was a man who came in before 
the committee who seemed to be quite an intelligent sort of an 
individual, and he was very much upset because he, 1n his statement 
before the committee, indicated that he felt that there was trying 
to be regimentation on the part of the Department in this cafetaria 
type of approach. That happened this very day in this very room. 

Mr. Pererson. Mr. Marshall, people of course, with the complete 
honesty and best of intent, can interpret your words or my words or 
anybody else’s words, or any action we take, and their interpretation 
may or may not fit what we intend when we speak. With the 
frankest explanation I know how, I feel very strongly that where 
we are spending public money, we should have some ressure of 
determining that there is a public purpose served and an achievement 
accomplished. I know of no other way in this business of conserva- 
tion than to know what the physical problems are, and then have an 
orderly program for overcoming those physical problems. 


DEFINITION OF ““‘PERMANENT”’ AND “TEMPORARY” PRACTICES 


Mr. MarsHauu. We might clear up some of this misunderstanding, 
if such, that exists. What is the Department’s definition of what 
consists of permanent practice and temporary practice? Can you 
define that so it would help clear that up? 

Mr. Perrrson. I think you can get as many definitions as there are 
agencies in the Department operating in the conservation field. I can 
give you my own definition. I must say in all frankness I am not sure 
all of our agencies would agree with me. It seems to me a permanent 
practice is a practice that once installed will remain on the land over 
an extended period of time, if it has the usual maintenance, and if it 
is taken care of; whereas a temporary practice is one that rather 
quickly is used up and it has to be repeated, if it is going to be on the 
land. 

Mr. Marsuwatt. I think it is fairly well understood that when you 
talk about the planting of trees or the building of dams or terraces, 
that that comes in the category of being a permanent practice. How- 
ever, I think that there is a lot of confusion about where such programs 
as grass, waterways, and winter cover crops and the application of 
lime, as to just what the Department means. I would like to suggest 
to the Department that it would be well for the agencies in the Depart- 
ment to get together and come up with a common definition of what a 
permanent and temporary prac tice is. 

Mr. Pererrson. It is my intent that they shall do so, Mr. Marshall. 
I think that some practices, such as those you represent, a terrace, a 
pond, a grass waterway, for example, are on their face what we must 
term “permanent practices.”” By the same token, cover crop, 
rotation cover, application of fertilizer materials, I think they are 
rather quickly dissipated unless they are repeated. 

My frank opinion is they are temporary practices. 











1471 


That doesn’t mean, and I want to make this perfectly clear, that 
temporary practices do not serve a useful conservation purpose and 
are not and should not be a part of a total conservation tool that you 
use to get from a conservation problem on a farm to the solution of 
that problem on that farm. 

Mr. Marswauu. Certain practices that might be termed “tempo- 
rary” are very valuable practices. 

Mr. Pererson. They are necessary. 

Mr. MarsHauu. I reeall last year when we were confronted with 
some of the practices that we needed to do in the drought area, for 
example, that rough cultivation was considered to be an extremely 
satisfactory method, since it would tie the soil down to where it 
wouldn’t be subject to wind erosion. I can think of a number of 
instances where a winter cover crop is extremely valuable practice. 
It may be just temporary because of 1 year’s operations, but the 
matter of saving soil and putting humus into the soil is an extremely 
valuable conservation practice in certain sections of the country. 

[ think we have to be a little bit careful in talking about temporary 
practices. Sometimes I know, as you said a moment ago, it is easy 
for people to read into things different than we intend. I think we 
have to be a little careful, because people sometimes get an idea we 
are talking about a temporary practice and a boondoggling practice 
which is far from being that. I think you aaa e with me. 

Mr. Perrerson. I certainly do. 

Mr. Marsnauy. I think we have to think in terms of the most 
value we can get from a conservation viewpoint. 

Mr. Prrrerson. I think this, Mr. Marshall: With respect to any 
conservation problem on a farm, whether it be protection of soil, or 
water management, that there is a certain practice, or combination 
of practices, needed to be applied to that land to overcome that par- 
ticular problem. They may be permanent practices. They may be 
temporary practices. They may be a combination of the two. Most 
frequently I suspect they are a combination of the two. 

Under special conditions, such as the wind erosion that existed out 
in the plains, and does from time to time, to which you refer, that is 
a temporary practice, but it is essential at that particular time, just 
simply to keep the land from blowing away. 


PRACTICES INCLUDED IN 1958 ACP NATIONAL BULLETIN 


Mr. Kocrr. I might add, Mr. Marshall, that we have practices 
grouped in the national bulletin in two groups, practices with enduring 
benefits and practices of temporary benefits. You might want to 
look at these sometime. 

Mr. MarsHauu. I am wondering, Mr. Chairman, if it would not 
be a good thing to include their list of practices in the record. It 
shows what this program is doing. 

Mr. Wuarrren. Certainly; it would be well for full information to 
go into the record. 

Mr. Perrerson. Yes, sir. 

(The material requested follows:) 
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Practices INCLUDED IN THE 1958 ACP NationaL BULLETIN 


CONSERVATION PRACTICES WITH ENDURING BENEFITS—-WHERE PROPERLY APPLIED 
AND MAINTAINED 


A. Practices primarily for establishment of permanent protective cover 

A-1. Initial establishment of a permanent vegetative cover in orchards and vine- 
yards for control of erosion. 

A-2. Initial establishment of a permanent vegetative cover for soil protection or 
as a needed land-use adjustment. 

A-3. Establishment of additional acreages of vegetative cover in crop rotation 
to retard erosion and to improve soil structure, permeability, or water- 
holding capacity. 

A-4. Initial treatment of farmland to permit the use of legumes and grasses for 
soil improvement and protection. 

A-5. Initial establishment of contour stripcropping to protect soil from wind or 
water erosion. 

A-6. Initial establishment of field stripcropping to protect soil from wind or water 
erosion. 

A-7. Initial establishment of a stand of trees or shrubs on farmland for purposes 
other than the prevention of wind or water erosion. 

A-8. Initial establishment of a stand of trees or shrubs on farmland to prevent 
wind or water erosion. 


B. Practices primarily for improvement and protection of established vegetative cover 
B-1. Improvement of an established vegetative cover for soil or watershed pro- 
tection. 
B-2. Improvement of vegetative cover on rangeland by artificial reseeding or 
deferred grazing. 
B-3. Controlling competitive shrubs to permit growth of adequate desirable 
vegetative cover for soil protection on range or pasture land. 
B-—4. Furrowing, chiseling, ripping, scarifying, pitting, or listing noncrop grazing 
land to prevent soil loss, retard runoff, and improve water penetration. 
B-5. Constructing wells for livestock water as a means of protecting vegetative 
cover. 
B-6. Developing springs or seeps for livestock water as a means of protecting 
vegetative cover. 
B-7. Constructing or sealing dams, pits, or ponds as a means of protecting 
vegetative cover. 
B-8. Installing pipelines for livestock water as a means of protecting vegetative 
cover. 
B-9. Constructing permanent fences as a means of protecting vegetative cover. 
B-10. Improvement of a stand of forest trees on farmland. 


C. Practices primarily for the conservation and disposal of water 
C-1. Initial establishment of permanent sod waterways to dispose of excess 


water without causing erosion. 4 
C-—2. Initial establishment of permanent vegetation as protection against 
erosion. 


C-3. Initial establishment of orchards, vineyards, bush fruits, strawberries, or 
perennial vegetables on the contour to prevent erosion. 

C-—4. Constructing terraces to detain or control the flow of water and check soil 
erosion. 

C—5. Constructing diversion terraces, ditches, or dikes to intercept runoff and 
divert excess water to protected outlets. 

C-—6. Constructing erosion control, detention, or sediment retention dams to 
prevent or heal gullying or to retard or reduce runoff of water. 

C-7. Constructing channel lining, chutes, drop spillways, pipe drops, drop inlets, 
or similar structures for the protection of outlets and water channels that 
dispose of excess water. 

C-8. Streambank or shore protection, channel clearance, enlargement or realine- 
ment, or construction of floodways, levees, or dikes, to prevent erosion 
or flood damage to farmland. 

C-9. Constructing permanent open drainage systems to dispose of excess water. 

C-10. Installing underground drainage systems to dispose of excess water. 

C-11. Shaping or land grading to permit effective surface drainage. 

C-12. Reorganizing irrigation systems to conserve water and prevent erosion. 

C-13. Leveling land for more efficient use of irrigation water and to prevent 

erosion. 
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CONSERVATION PRACTICES WITH ENDURING BENEFITS—WHERE PROPERLY APPLIED 
AND MAINTAINED—Continued 


C-14. Constructing or lining dams, pits, or ponds for irrigation water. 

C-15. Lining irrigation ditches to prevent erosion and loss of water by seepage. 

C-—16. Constructing spreader ditches or dikes to divert and spread water to 
prevent erosion, to permit beneficial use of runoff, or to replenish 
ground-water supply. 


CONSERVATION PRACTICES WITH BENEFITS OF LIMITED DURATION—GENERALLY 
REQUIRING PERIODIC REPETITION 


D. Practices primarily for establishing temporary protective vegetative cover 
D-1. Establishment of vegetative cover for winter protection from erosion. 
D-2. Establishment of vegetative cover for summer protection from erosion; 
D-3. Establishment of vegetative cover for green manure and for protection from 
erosion. 
D-4. Establishment of vegetative cover to protect cropland throughout the 1958 
crop year. 
FE. Practices primarily for the temporary protection of soil from wind and water erosion 
E-1, Stubble mulching to improve soil permeability and to protect soil from wind 
and water erosion. 
EK-2. Initial establishment of contour-farming operations on nonterraced land to 
protect soil from wind or water erosion. 
E-3. Wind-erosion-control operations in serious wind-erosion areas. 


CONSERVATION PRACTICES WITH LIMITED AREA APPLICABILITY 


F. Practices to meet special county conservation needs 
F-—1. Special conservation practices. 
F County conservation practices. 

F-3. Practices to meet new conservation problems. 
4. Emergency conservation measures to restore to productive use land damaged 
by natural disasters. 

(Applicable only in counties designated by the Secretary as eligible for 
funds appropriated for emergeney conservation measures. 


BASIS FOR ALLOCATION OF FUNDS 


Mr. MarsHauu. This appropriation thing bothers me a little bit, 
because when you allocated these funds vou did it on the basis of 
formula, did you not? 

Mr. Prrrerson. Yes, sir. 

Mr. MarsHauu. The States allocate those funds out to the counties 
on the basis of a formula? 

Mr. Pererson. They are supposed to, I understand, Mr. Marshall. 
They are supposed to allocate to the counties on the basis of the 
State’s determination of needs in the counties. I am not entirely 
clear as to how or on what basis, the States make their allocations 
to the several counties. 

Mr. MarsHautu. The point I want to make is that it is just humanly 
impossible to take an advance authorization of $125 million or $250 
million and expect that to be used right up to the amount authorized 
because of the procedure that you used to allocate it? There is 
a certain cushion there, is there not? 

Mr. Pererson. Mr. Marshall, our present indivations are that the 
fund will be substantially used within this program here. You will 
never spend the last dollar, to be sure. You will recall, some years 
ago we were underspending, as I recall, some $30 million or more. As 
Mr. Seruggs testified a few minutes ago, our latest figures show an 
underearnings of $10 million. I do not khow how much of that will 











1474 


be used, but the point I am making is that over the past few years 
we have been getting more complete utilization of the program. 

Mr. Marswauy. You have, in the allocating of funds, the need 
to protect certain practices that may carry over from one year to 
another, do you not? For example, the application of fertilizers? 

Mr. Perrerson. The way that has been handled is to let each 
program year overlap so that, in order for a farmer who is carrying on a 
program, he may have practices approved for use in one program year 

carried over to the next program year. That affords a means of 
foaaae ‘ting a continuous program w ithout the abr upt interruptions and 
timelags that accrue between the the availability of the appropriations 
from fiscal year to fiscal-vear. I believe the overlap now is several 
months, so that there is a high degree of continuity in the program. 

Mr. Marsuatt. In that category, if you do not have some cushion 
to protect that sort of procedure, you would be in a rather difficult 
position? 

Mr. Kocer. Without the provision to run the two programs 
concurrently, it would be very difficult to use all of the funds. 

Mr. Marsuauu. That is right; but it would also have quite an 
effect if you were to drop a program from $250 million to $125 million 
and find out that you have a lot of that $125 million that must be used 
to take care of these contracts that you had to carry over into the 
next fiscal year, would it not? 

Mr. Pererson. That would occur had there been overobligation 
within the given fiscal period. As I understand it, we are permitting 
the States to let their county committees overobligate because there 
is some slippage in the number of people who request the use of 
practices, as you know. While the overobligation so far has, | 
understand, with some few exceptions, not resulted in very heavy 
transfers from one year’s program to the next, the result, as I pointed 
out, is a more complete use of the funds within a given program year. 

Mr. MarsHauu. The signup for the acreage reserve has far exceeded 
anybody’s expectations? 

Mr. Pererson. That is correct, as I understand it. 

Mr. MarsnHatu. The agriculture conservation practices that we are 
giving advance authorization for are practices which will begin as of 
next July? 

Mr. Prererson. July or August. 

Mr. MarsHauu. There will be a number of farmers wanting to make 
good use of these acreage-reserve lands that they have set aside for 
conservation practices, and will expect to use the agriculture conserva- 
tion program for that purpose, will there not? 

Mr. Prererson. When the funds are allocated by the State to the 
county, the county then knows what the allocation out of the 
advance authorization is going to be. It will announce its program 
after it has put together its program in the framework of the State and 
National handbooks. Frequently, the county usually announces a 
signup period. Such announcements state the period during which 
the farmers in the county can apply for approval for their individual 
use of practices which their counties offer. The county will not obli- 
gate more funds than it has, except within the percentage of over- 
obligation which the State allows. If all of the signup is used—and it 
never has been, to my knowledge, but should it be—that overobliga- 
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tion would be charged against the next program year. That is the 
concurrent operation Mr. Koger refers to. 

I do not know, of my own knowledge, what the slippage is in cost- 
share approvals, but it varies from substantial to, perhaps, not very 
much, depending on how widely used in a given county a given pro- 
gram is. 

Mr. MarsHauu. Counties in working out their programs on a basis 
of stability would expect to carry on a program somewhere near the 
same level from one year to another? 

Mr. Pererson. That may be true, Mr. Marshall. I could not say 
that it is not. It has been my impression that within whatever funds 
that a county has, the county committees, and those who work with 
the county committees, appraise conservation problems in the counties 
in the light of what their farmers think they need to give first attention 
to. Like any other prudent individual, they will devote their atten- 
tion to what needs attention. 


COST-SHARING RATES AND PRACTICES 


Mr. MarsHatut. What changes do you intend to make in cost- 
sharing rates and practices under the 1959 program as compared to 
1958? 

Mr. Prererson. Mr. Koger discusses that in his statement. He 
can give it to you in detail. 

Mr. Koger. That is on page 11. 

Mr. MarsHauu. We notice there that you are cutting the amount 
of the cost from 50 to 35 percent of the average cost for the perform- 
ance. What is the basis for doing that? Do you feel that farmers 
are more able financially to carry on their share of the practice now 
than they have been? 

Mr. Kocer. No. We believe cost-sharing generally will be needed 
for these practices, but we also think that these are practices for which 
farmers can most reasonably be expected to contribute a larger share 
of the cost. When these practices are applied farmers generally get 
fairly immediate returns in the form of more production from their 
land. 

Mr. MarsHauu. You are not doing this on the basis of farmers’ 
income, I take it, then? 

Mr. Kocrer. No, sir. 

Mr. MarsnHatu. It is done on the basis of a feeling that he is getting 
his little more rapid return than from some other practice, if I under- 
stand you correctly? 

Mr. Koaer. Yes, sir; that is one of the justifications. 

Mr. MarsHauu. Some of these practices appear to be quite val- 
uable practices from the standpoint of soil and water conservation. 
Do you feel that you can carry on these practices at as high a level 


_in 1959 as in 1958? 


Mr. Kocer. That is something we do not know. 

Mr. MarsHatu. Were these practices quite generally acceptable to 
farmers in 1958? Do you know? 

Mr. Kocer. Are you speaking of the practices that we have 
planned to eliminate or the practices for which we plan to reduce 
the cost-sharing rates? 
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Mr. MarsHa.u. | am talking about the practice of lowering cost- 
share rates. 

Mr. Koger. Mr. Hunt, will you tell us about how widely those 
were used? 

Mr. Hunt. I believe your question was with respect to 1958, Mr. 
Marshall. We do not have statistics yet on the use of these practices 
in 1958. We will be glad to give vou the extent they were used by 
farmers in 1956. That is the latest year that we have. 

Mr. Marsuatu. All right. We would appreciate having that. 

Mr. Hunt. Shall I go over those now or put them in the record 
later? 

Mr. MarsnHat. That will be all right. Place it in the record later. 

(The material referred to follows:) 

The following table shows for the 1956 ACP, the number of farms and the net 
amount of ACP assistance with respect to each of the practices for which it is 
proposed to reduce the maximum rates of cost-sharing for the 1959 program: 
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Mr. MarsHauu. Maybe you would like to enlarge upon your re- 
marks in the record, Mr. Koger, It seems to me that you have lowered 
these rates without taking into consideration the amount of par- 
ticipation by farmers in those practices. They are good practices and 
should be carried out without realizing what effect it will have in 
1959 and certainly, as far as the farmers’ income is concerned, it is 
not such that it would put him in any better position in 1959 than he 
was 1n 1958. 

[ would appreciate it if you would enlarge on that a little more when 
vou go over the transcript and try to give me a little better explantion. 


BASIS FOR FIXING RATES 


Mr. Pererson. Might 1 make an observation there, Mr. Marshall? 

Mr. MarsHauu. Yes. 

Mr. Pererson. I might say in all frankness that we have not 
attempted to fix cost-share rates or approved practices, or disapproved 
them on the basis of the farm rs’ economic position, or abi lity Lo par- 
ticipate because of funds or lack of funds that he may have on his 
own part. Rather, we have tried to appraise these practices on the 
basis of their usefulness as conservation tools and, as we ‘ll as we could, 
the relative accomplishments of what we understand to be the public 
interest part of this program to accon \plish conservation. 

There is no precise measurement for determining how m en eCco- 


nomic benefit there is to the farmer. At the same time the a 
physical ROCGER REND nt of e nservatl hn. The two are yi tine 
wra rapped up, and I know of no way to tear them apart. I think there 


» judgments thi it can be applied with 0 our limitations, and we do 
ws to apply them as to whether there is a material conservation 
accomplishment. If there is, then the cost share is held at about the 
50-50 level. 

If there seems to be a reasonable basis to assume that there is a 
high degree of economic benefit associated with that, we are doing 
what we propose to do here, reduce the public investment. Whether 
we are right or wrong is a matter of judgment, but for whatever it 
is worth, that is the manner in which we have approached this problem. 

Mr. Marsuauu. I have a letter ioe from a farmer in my district 
who has been quite concerned. He said that formerly they COT their 
list of practices on the agriculture conservation program in a hand- 
book for 1958 in October and November. This year it was not out 
until much later than that. 

What is the reason? Do you have any idea why they were so much 
later? 

Mr. Rircute. I think the State of Minnesota was late in getting its 
State program approved for 1958. They were later than they have 
been in recent vears. They were later getting the program in to us, 
and I believe the reason was their load of work in connection with the 
conservation reserve and acreage reserve program. 

As far as I know, they now have not only the State program ap- 
proved, but they are clearing county programs very rapidly and should 
have them before the farmers before the weather breaks, so that these 
practices can be carried out. 

Mr. Marsna.u. I acknowledge the fact that they were late, but | 
am a little in doubt as to why they were late this year. 
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Mr. Rircutr. We have no knowledge why they were late except 
for the workload. It was impossible for them to get anything agreed 
upon within a reasonable time. 

Mr. Marsnwatu. Mr. Natcher? 

Mr. Natcner. Mr. Peterson, I personally believe that the agricul- 
ture conservation program is one of the most important programs 
administered by the Department of Agriculture. Speaking only as 
one member of this subcommittee, I certainly think it would be a 
mistake to go along on a reduction of $125 million in this particular 
program. 

Mr. AnprrRsEN. Mr. Natcher, will you permit me to join in that 
assertion? I would like to join in your comment. I agree absolutely 
with you. 

Mr. Natcuer. Thank you, Mr. Andersen. 

Mr. Secretary, this program, as you well know, is serving some 
1,258,000 farmers and approximately 1,210,347 farms and ranches 
throughout the United States. 

There is a little confusion in my mind, Mr. Peterson, in regard to 
one statement that you made at the time you were being questioned 
by our chairman. 


CHANGES IN PRACTICES NOT RELATED TO PROGRAM LEVEL 


You made some reference to changes in certain conservation prac- 
tices or in some parts of this program if the amount were increased 
over $125 million, and maybe placed back at the figure of $250 
million. 

What changes, if any, would take place from those changes set forth 
in your statement and Mr. Koger’s statement if the entire amount of 
the reduction were restored? 

Mr. Pererson. Mr. Natcher, what I tried to say in response to the 
question of the chairman, or Mr. Marshall, I do not recall which, the 
proposals for changes Mr. Koger and I are jointly making here, are 
advanced without regard to the level of program authorization that is 
finally made. I want to disassociate the level of authorization from 
the substantive discussion of the program itself. 

Mr. Natcuer. That makes it clear in my mind now, Mr. Peterson, 
in regard to that particular point. 


REDUCTION IN THE ESTIMATES 


Mr. Peterson, is there any part of your statement—and the same 
thing applies to Mr. Koger and perhaps I should direct this question 
to you, Mr. Koger—are there any parts of your respective statements 
that would change, assuming that this committee and the full com. 
mittee and the Congress restores the amount cut of $125 million? 

Mr. Kocer. No, sir; not that I am aware of. 

Mr. Natcuer. I am glad to receive the word, Mr. Peterson, that 
the Department of Agriculture certainly did not make the request 
that the program be reduced $125 million. 

In all fairness, Mr. Peterson, you have to carry enough burden 
without carrying it all. I am glad that it was the Bureau of Estimates 
that made this particular reduction down from $200 million, to $125 
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million. I think that I agree with my friend on my left that it is more 
the Bureau of Estimates than it is the Bureau of the Budget. 

Mr. Prererson. Mr. Natcher, I want to be perfectly frank. We 
would have proposed a reduction. The last figure I had anything 
to do with was $200 million. Again, the reason is simply this: It is a 
matter of judgment. As has been pointed out in these several 
hearings, we have a number of conservation programs. It is just a 
problem of where you are going to put your money. It is a problem 
of how much you can afford to spend, or the Nation can spend for 
the total conservation work and how you are going to distribute it. 
We come with a proposal that represents our judgment. This com- 
mittee and the Congress puts down its judgment and that becomes 
what we do. That is the process as I understand it. 

Mr. Natcuer. Mr. Peterson, you have at no time gotten below $200 
million in this program, have you? 

Mr. Pererson. Not to my knowledge. 

Mr. ANDERSEN. Would you permit an observation? I might say 
that I agree wholeheartedly with you, describing the Bureau of ‘the 
Budget as the Bureau of Estimates. The Bureau of the Budget was 
originally set up by the Congress as a creature of the Congress. 
Seemingly the last few years it is beginning to think it is bigger than 
the Congress. As far as | am concerned, the C ongress of the United 
States is still the bigger of the two groups in power and always will be. 

To me, whatever the Bureau of the Budget sends up here is simply 
an estimate, gentlemen. 

I understand that a lot of work has been put into this, and I hope 
that they have put a lot of good judgment into it, but where we feel 
they are wrong, I have never looked upon the Bureau of the Budget as 
something sacrosanct. I have said that in past years and I do intend 
to do so now after they have shown their viewpoint on that bill which 
went through the House of Representatives yesterday, unfortunately. 

Thank you for giving me an opportunity, Mr. Natcher, to express 
my opinion relative to that. 

Mr. Natrcuer. Mr. Andersen, I certainly agree with you. 

Mr. Peterson, as I pointed out in the beginning, I am only ex- 
pressing my personal opinion. Certainly, I am not speaking for the 
balance of the members of this subcommittee. 

That is all, Mr. Chairman. 

Mr. Marsuauu. Mr. Andersen? 


REQUESTS FOR AGRICULTURAL CONSERVATION PROGRAM ASSISTANCI 


Mr. ANDERSEN. Personally, I don’t think you can base the agri- 
cultural conservation program appropriation entirely on the need for 
conservation practices. If you did that you could probably justify 

$500 million or more in appropriations. ‘The question then seems to 
be: Just how effective are you in getting farmers to take advantage 
of this program? Did farmers actually request more assistance under 
the 1956 agricultural conservation program than you had funds 
available and by hew much? 

Mr. Prererson. The Department does not require reports from 
States which show the amount of agricultural conservation program 
assistance requested by farmers. However, a number of States use 
this kind of information in the budgetary control of program funds, 
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and some of them have supplied us with such figures for the 1957 
agricultural conservation program. Such reports are available from 
13 eastern States. The combined allocation available for practice 
approvals in these 13 States was $21.4 million. The dollar value of 
farmers’ requests for agricultural conservation program assistance in 
the same States amounted to $38.7 million. These data relate to the 
1957 agricultural conservation program. 

Preliminary reports from all States on the use of 1957 agricultural 
conservation program funds indicate that slightly more than $6 
million was not earned by farmers. This underearning occurred 
largely in about six States. 


ASSISTANCE GIVEN TO IMPROVE WOODLANDS 


Mr. ANDERSEN. Some people have left the impression that agri- 
cultural conservation program does little more than increase produc- 
tion and they point to our surpluses as a horrible example. Actually, 
agricultural conservation program has helped farmers take a great 
deal of land out of crop production and in addition has saved pro- 
ductive capacity for future needs which would otherwise have been 
lost. Reforestation practices are a good example of good use that 
has been made of agricultural conservation program. Mr. Peterson, 
could you tell us what contribution agricultural conservation program 
has made to improvement of woodlands? 

Mr. Pererson. Under the agricultural conservation program, soil 
and water conservation cost-sharing assistance is offered for several 
forestry practices. The two principal ones are tree planting and 
improving a stand of forest trees, of which the acreage receiving cost 
sharing, by States, is shown by the following table: 

(The table referred to follows:) 
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Tree planting and improving a stand of forest trees under the agricultural conservat 
program, cumulative totals, 1936-56, by States 


























Tree Improving Tree 9 
State and region planting i stand of State and region planting 
forest trees 
Acres icres icres icres 
Maine 3, 459 22, €54 Kentucky 19, O48 22, 280 
New Hampshire 1, 548 14, 742 ‘Tennessee 41, 95 1, 854 
Vermoat 8, 562 17, 201 Alabama 58, 903 17, 607 
Massachusetts 1, 839 8,193 || Mississippi 147, 367 146, 238 
Rhode Island 179 227 Arkansas 24, 320 56, 938 
Connecticut 2, 9090 2, 805 Louisiana 88, 186 64, 71 
New York 84, 732 8,441 || Oklahoma ), 7 2 9X 
New Jersey : 2, 129 16, 673 || Texas ; 44, 333 71, 827 
Pennsylvania 39, 471 x 
North Atlantic 144, 828 93, 588 South Central 433, 844 384, 289 
Ohio 37, 247 5, 415 
Indiana te O08 5, $00 Montana 4,117 2, 454 
Lilinois 15, 984 1, 291 Idaho 588 48 
Michigan 104, 646 33, 442 || Wyoming 3, 022 
Wisconsir 80, 200 99, O18 Colorado 3 345 
Minnesota 52, 270 211,970 || New Mexico 
lowa 5. 915 1, 038 Arizona 
Missouri 9, 215 24,919 || Utah 
North Dakota 62, 572 354 Nev ida -- 
South Dakota 87, 276 $52 Washington 771 
Nebraska 110, 316 371 || Yregon 1, 999 3, 054 
Kansas 10, 131 460 || California ; 2,3 1, 925 
North Central. __ 3%, 070 West 18, 364 14, 102 
Delaware wcaiag 151 : 
Maryland Seanad ; / 4, 600 Alaska 16 
Virginia 24, 636 10, 523 Hawaii 3, 630 
West Virginia aur 183 16, 354 || Puerto Rico 3, 604 
North Carolina 26, 635 29, 516 Virgin Islands 1 : 
South Carolina 72, 179 12, 983 - 
Georgia 204, 373 116, 207 eae Tee eee 
Florida ; 13, 800 Insular 7, 251 
South Atlantic a 467, 885 ss 204. 134 rotal 1. 665, 944 1. 080, 183 
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Mr. sig During the period 1941-56, ACP cost sharing was 
also given in 20 States for 125,618 miles of firebreaks and firelanes to 
protect aaah ind. In addition, during the period 1936 to the present, 
the naval stores conservation program has utilized ACP funds to share 
the costs of soil and timber conservation practices with turpentine 
farmers in 8 Southeastern States. Other forestry practices for which 
ACP cost sharing is applicable have been designed primarily to meet 
local conservation problems. 


WATERSHED PROGRAM 


Mr. AnprrsEN. Another point I would like to clarify has to do with 
the small watershed program. I know from attending meetings of 
farmers to discuss watershed plans that the ACP cost sharing ts an 
important part of their plans. Can you give us some general idea of 
the help that ACP has been in getting the necessary land treatment 
practices which must be carried out by farmers to make these water- 
shed projects do the job expected of them? 

Mr. Prrrrson. Such help has varied considerably in different 
watersheds over the coun try. In some watershed proje cts the he Ip 
has been substantial while in others it has been less. The extent of 
ACP effectiveness in this respect has depended on the attitude of State 
and county ASC committees. State ASC committees make the final 
decisions in the allocation of ACP funds to counties. County ASC 
committees make the final decisions in how those funds are used within 
the counties. In the national program this year we have provided 
the policy that State committees will allocate the ACP funds available 
for conservation practices among the counties within the State con- 
sistent with the needs for enduring conservation in the counties within 
the State and will give particular consideration to the furtherance of 
watershed conservation programs sponsored by local people and or- 
ganizations. We have not attempted to make survey of results on 
this as yet. In some States, however, we know that over the past 
years ACP funds have been used quite effectively in helping farmers 
to get the land-treatment job done in watershed projects. Jowa and 
Kansas are good examples. 


TRANSFER OF FUNDS TO SOIL CONSERVATION SERVICE FOR TECHNICAL 
; ASSISTANCE 


Mr. AnperSEN. Mr. Peterson, from where you sit in the Depart- 
ment, you get a good look at the interrelationships between these 
programs and the various agencies working together on common 
problems. Maybe you can shed some light on this 5-percent transfer 
of ACP funds to SCS for technical assistance. You know that it 
was the purpose of this committee in authorizing that transfer to try 
to bring about better cooperative relations between the ASC com- 
mittees and SCS. I think it was a very wise thing to put that into 
effect as all the reports coming to me indicate that the transfer has 
actually brought about better cooperation in many places. That was 
true in the beginning, but now we hear complaints that maybe the 
arguing and bickering about the amount to be transferred is actually 
harmful to those relations. What is your thinking on that—is the 
transfer authority helping or hindering? 
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Mr. Pererson. We are receiving reports of the same attitudes 
that you indicate. At the beginning the 5 percent transfer arrange- 
ments were highly beneficial in improving the cooperative relations 
between ASC committees, Soil Conservation Service technicians, and 
soil conservation district governing bodies. We believe that such 
transfers have resulted in more produc tive conservation ere nts 
of both the farmers’ and the Government’s funds. We believe it is 
important that such technical servicing be continued and strengt cied 
where necessary. Recently, however, we, too, have heard reports 
that these county-by-county arrangements are becoming a source of 
irritation to relationships at the local level. I am of the opinion that 
these county-by-county arrangements are becoming more of a hinder- 
ance than a help to cooperative relationships at the county level, and 
that a more efficient manner of financing technical services to the 
ACP should be explored. 

Mr. ANDERSEN. We have also had reports that it is costing too 
much money to keep the records and work out these transfers in 
every county throughout the Nation. Would you say these handling 
costs are excessive? 

Mr. Pererson. At the present time the ACP funds are transferred 
under terms of county-by-county agreements which on an annual 
basis require frequent amendments. This approach is time consuming 
and costly. The estimated annual cost of negotiating, revising, 
amending, and accounting in connection with some 2,791 agreements, 
to the Soil Conservation Service alone, is in excess of $175,000. In 
addition to the funds transferred, there are 377 counties utilizing 
ACP funds where no transfers are now being made. The estimated 
cost to the conservation operations funds of the Soil Conservation 
Service for servicing the ACP, not covered by transferred funds, is 
approximately $4,400,000 per year. 

Mr. Anpersen. What would be wrong with making these funds 
directly available to SCS and requiring of them that they do the job? 
Would we have better cooper: ition and would that in any way reduce 
the overhead costs and the demand on the time of scarce engineering 
personnel who now have to keep all these clerical records? 

Mr. Perrrson. It seems to us in the Department of Agriculture 
that it would be practical and in the interest of more efficient program 
operations to provide for lump-sum State level transfers of such funds 
from the State ASC committees to the Soil Conservation Service 
By so doing we could reduce overhead costs and improve working 
relationships in the field. We believe this could be done without 
detracting from any essential prerogatives of functions of the county 
ASC committees. 

Mr. ANDERSEN. In conclusion, Mr. Chairman, I might say this: 
Mr. Peterson, I would even go so far this year as to recommend 
reduction, if absolutely necessary, in the conservation reserve in order 
to help balance the books toward bringing the ACP program back to 
the $250 million status, which this subcommittee very strongly feels 
it should be. I feel that perhaps we might show good judgment in 
going just a trifle slow in the conservation reserve until we get some 
of the wrinkles ironed out of it, and if that means taking some money 
out of the $450 million estimate there, and repairing the damage done 
to an ACP program by putting ACP back to $250 million, I just have 
the feeling that perhaps that might be the best thing to do. 
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I am only expressing that as my personal opinion, Mr. Peterson. 
I hope that we will have such an operation of the conservation reserve 
in the coming year as to give to the Congress a feeling of confidence 
all the way through that it is the thing that Mr. Marshall and I hoped 
it would be, and that is something very beneficial to agriculture. 
Then we can proceed from there, Mr. Marshall. 

Mr. Pererson. I understand, Mr. Andersen, that you have the 
Soil Bank Division coming before this committee for interrogation 
with respect to its budget. 

Mr. ANDERSEN. That is correct. Jam simply making this a matter 
of record to emphasize my feeling that, first, ACP should not be prac- 
tically decimated by reducing it from $250 million to $125 million, 
because I am inclined to agree with my chairman in his statement, 
which he often makes—TI have heard him make it so often—to the 
effect that perhaps we receive more real conservation through ACP, 
dollar for dollar, than we receive from any other source, with the 
possible exception of the work done by the soil-conservation techni- 


cians. I would have to give them first place, of course. That is all, 
Mr. Chairman. 


ATTITUDE OF STATE COMMITTEES ON PROPOSED REDUCED PRACTICES 


Mr. Wuirten. Did I understand you, in connection with these 
recommendations for practices that these have not yet gone to the 
States that would be specially affected? 

Mr. Pretrerson. No; they have not. 

Mr. Wuirren. Would there be any way for you to take this up 
with the State committees where these practices are important, as to 
what their attitude would be, and advise us within a reasonable time? 
I would like for you to get us some information. 

Mr. Peterson. We will be glad to try to get an appraisal from our 
State committees. I assume we have to write to the State ASC 
chairman. 

Mr. Kocer. We are getting for the record the amount of funds 
that went into these practices. 

Mr. WuirteNn. This is a State committee attitude. If you could 
insist that we have it in our hands next Monday, it would be early 
enough. 

Mr. Pererson. We will get that for you. 

(The information subsequently supplied may be found in the ap- 
pendix at the end of this volume.) 


IMPORTANCE OF ACP 


Mr. Marsuauy. There were some remarks made a moment ago 
that I cannot concur with. It seems to me the agricultural con- 
servation program in its importance stands on its own feet. While 
it works with other existing programs, personally, I do not feel it 
is put in a position of being a second program to those programs when 
we talk in terms of it being complementary. I say that because, in 
my observation, the agr icultural conservation program, as such, is 
available in all of the counties in the United States. Many of those 
counties do not have Soil Conservation Service districts; many of 
those counties do not have other facilities that are set up in the 
Agriculture Department to assist them. But in all these counties 


1489 


where there are farmers they make use of the agricultural conservation 
program. 

There were a few other things I have observed about this program 
which I think are a little unique. No payment is made to a farmer 
unless he does something on that land to earn these practice payments 
that are recognized as conservation. In other words, this is putting 
conservation right on the land. 

One other observation I would like to make about this program. 
This is a program in the Department of Agriculture that helps the 
small, little farmer. He is the one who can take advantage of it, and 
so often does. He is the one who needs the assistance. He is the 
one who has the hand labor and family labor to put these practices 
into effect. Ofttimes this program, to him, in carrying on the con- 
servation on his land is an extremely valuable part of his farm program. 

All of these practices, as has been pointed out by you, Mr. Secre- 
tary, a moment ago, carry at least 50 percent or more of the cost on 
the part of the farmer himself. I again repeat, they are not paid for 
until they are put into effect, so that here you are paying for actual 
conservation on the land. In my estimation, you are getting more 
conservation for each dollar that vou spend on this program than any 
other conservation program we have in the Department of Agriculture. 

Mr. Prererson. | think that is a matter of judgment, Mr. Marshall. 
When I said I hoped it would be complementary to other conservation 
programs, it seems to me we have a group of things that are conserva- 
tion or conservation related. The farmer, to successfully do these 
practices to which you refer, needs, it seems to me, an understanding of 
how he can do them most effectively. He does not do just one prac- 
tice. That does not overcome his problem under most circumstances, 
He uses a combination of practices to meet particular soil- and water- 
conservation problems as they may exist on his farm. 

Mr. MarsHauu. I realize it may be just a question of verbiage. |] 
would say the other programs are complementary to this program. 
That is the way I would word it. 

Mr. Pererson. Apparently, we start from different points on the 
compass to get to the same place. 

Mr. MarsuHauu. That is all. 

Mr. Wuirten. Mr. Secretary, we wish to thank you again. All of 
us have the same problems. We will see what we can do about this. 

Mr. Peterson. Thank you, Mr. Chairman and gentlemen, very 
much, 
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Turspay, Marcu 4, 1958. 
SOIL CONSERVATION SERVICE 


WITNESSES 


ERVIN L. PETERSON, ASSISTANT SECRETARY OF AGRICULTURE 

D. A. WILLIAMS, ADMINISTRATOR, SOIL CONSERVATION SERVICE 

G. E. YOUNG, DEPUTY ADMINISTRATOR, SOIL CONSERVATION 
SERVICE 

C. E. KELLOGG, ASSISTANT ADMINISTRATOR, SOIL SURVEY, SOIL 
CONSERVATION SERVICE 

W. R. VanDERSAL, ASSISTANT ADMINISTRATOR, MANAGEMENT, 
SOIL CONSERVATION SERVICE 

CYRIL LUKER, ASSISTANT ADMINISTRATOR, GREAT PLAINS CON- 
SERVATION PROGRAM, SOIL CONSERVATION SERVICE 

Cc. B. BROWN, DIRECTOR, PLANNING DIVISION, SOIL CONSERVA- 
TION SERVICE 


Cc. H. DORNY, DIRECTOR, BUCGET AND FINANCE DIVISION, SOIL 
CONSERVATION SERVICE 


L. E. LYMAN, CHIEF, BUDGET BRANCH, SOIL CONSERVATION 
SERVICE 


PAUL M. KOGER, ADMINISTRATOR, AGRICULTURAL CONSERVA- 
TION PROGRAM SERVICE 


W. T. MURPHY, DIRECTOR, DIVISION OF FLOOD PREVENTION AND 
RIVER BASIN PROGRAMS, FOREST SERVICE 

CHARLES C. BARNARD, DIRECTOR, BUDGET AND STATISTICS 
DIVISION, FARMERS’ HOME ADMINISTRATION 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER. 
DEPARTMENT OF AGRICULTURE 


Mr. Wuitten. Gentlemen, we have before us the Soil Conservation 
Service. In connection with that appropriation I would like to insert 
pages 175 to 199 of the justifications at this point. 

(The pages referred to are as follows:) 


PURPOSE STATEMENT 


The Soil Conservation Service was established by the act of April 27, 1935 
(16 U.8. C. 590a—-590f). It assists soil conservation districts and other co»pera- 
tors in bringing about physical adjustments in land use that wil! conserve sil and 
water resources, provide for agricultural production on a sustained basis, and 
reduce damage by floods and sedimentation. The Service also develops and car- 
ries out special drainage, irrigation, flood prevention, and watershed protection 
activities in cooperation with soil conservation districts, watershed groups, and 
other Federal and State agencies having related responsibilities. 


CONSERVATION OPERATIONS PROGRAM ACTIVITIES 


The Service provides technical and other assistance to soil conservation districts 
and other cooperators in the 48 States, Alaska, Hawaii, Puerto Rico, and the 
Virgin Islands, in helping farmers and ranchers carry out locally adapted soil and 
water conservation programs. As of June 30, 1957, farmers and ranchers had 
organized 2,770 conservation districts. The assistance furnished by the Service 
includes: 

(a) Soil surveys to provide physical land facts needed to determine the use 
capabilities and conservation treatment needs of each acre of farm and ranch 
land, and the publishing of soil survey reports and maps which are useful also to 
other Federal and State agencies and the public in the development of special 
land-use programs and for other purposes. 

(b) Technical help to farmers and ranchers in developing and applying 
conservation plans which provide for the best possible use by the farmer or 
rancher of his land, labor, equipment, and financial resources; 
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c) The grant (at no cost to the Service) of some special types of equip- 
ment not readily available to the farmer but needed to establish certain 
conservation practices; 

(qd 


Field-seale trials of promising new species and strains of grasses, 
legumes, trees and shrubs and other plant materials to determine their 
suitability for soi! and water conservation purposes, and’ cooperation with 
State and private organizations to promote adequate commercial production 
and distribution of plant materials useful for conservation land use and 
treatment measures. Limited amounts of plant materials needed for this 
purpose are produced at 17 plant materiils centers; 

e) Stream-flow forecasts developed from snow surveys in the Wester 
States to provide for efficient seasonal utilization of available water supplies 
for irrigation and other purposes. 


WATERSHED PROTECTION PROGRAM ACTIVITIES 


The Service has general responsibility for administration of the watershed 
protection program of the Department, and the formulation and development 
of its guiding principles and procedures. The program consists of 

(a) Making investigations and surveys of proposed small watershed 
projects and working with local sponsoring organizations in the preparation 
of project work plans; 

(b) Cooperating with States and other local public agencies in the installa- 
tion of works of improvement designed to reduce erosion, floodwater, and 
sediment damage, and further the conservation, development, utilization, and 
disposal of water; 

(c) Making loans (by the Farmers’ Home Administration) to local organi- 
zations to finance the local share of the costs of carrying out works of improve- 
ment; and 

(d) Cooperating with other Federal, State, and local public agencies it 
making investigations and surveys of the watersheds of rivers and other 
waterways for the development of coordinated water resources programs. 

In cooperation with soil conservation districts and other local groups and 
organizations, the Soil Conservation Service provides accelerated technical 
assistance to farmers and ranchers in these small watersheds in the planning and 
application of soil and water conservation practices and technical and financial! 
assistance in the planning and installation of water management and erosion 
control measures such as diversion ditches and dikes, waterflow retarding struc- 
tures, debris and desilting basins, stream channel improvements, floodways, 
gully-control structures, roadside stabilization measures, ete. The Forest Service 
participates, generally by cooperating with State foresters, in planning and 
providing intensified fire protection and certain technical forestry assistance to 
landowners in epplying forest and woodland improvement measures on non- 
Federal lands and by installing measures on lands under its administration, 
The Agricultural Research Service furnishes assistance in the assembly, correla- 
tion, and analysis of economic data needed in the planning phases of the program. 
The Farmers’ Home Administration makes loans to local sponsors to finance 
their share of costs of the small-watershed projects. The Weather Bureau and 
Geological Survey provide assistance in gathering and analyzing hydrologic data. 
The Bureau of Land Management and the Bureau of Indian Affairs participate in 
the planning and installation of works of improvement on lands under their 
jurisdiction. 

The Agricultural Research Service, Forest Service, and the Soil Conservation 
Service cooperate with other Federal, State, and local public agencies in making 
surveys and investigations of the watersheds of rivers and other waterways for 
the development of coordinated water resources programs, 


FLOOD PREVENTION PROGRAM ACTIVITIES 


Pursuant to the Flood Control Act of June 22, 1936, as amended and supple- 
mented, and under policies established by the Secretary, the Service has general 
responsibility for administration of the flood prevention program of the Depart- 
ment, and the formulation and development of its guiding principles and proce- 
dures. Since the passage of the Watershed Protection and Flood Prevention Act 
(Public Law 566, 83d Congress) the program is limited to the planning and installa- 
tion in the 11 authorized watersheds of watershed improvement measures primarily 
for flood prevention. 
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The Soil Conservation Service plans and installs work of improvement such as 
floodwater retarding structures, stream-rchannel improvements, gully stabilizing 
and sediment control 1 


1easures, diversions, floodways, etc., in cooperation witl 
soil conservation and 


flood control districts and other State and local agencies 
The Service also provides "wa 1ical assistance to landowners to accelerate the 
installation of land treatment measures which contribute to flood preventiot 
The Forest Service Dp artic ip ates, gene elally by coope rating with Ste ate fore sters 
} planning and providing intensified fire protection and certain technical forestry 
assistance to landowners in applying forest and woodland improvement measures 


on non-Federal lands and bv installing measures on lands under its administration 


WATER CONSERVATION AND UTILIZATION PROGRAM ACTIVITIES 


Inder the authority of the acts of August 11, 1939, and October 14, 1940 (16 
I l 1 I au l Pu > 5 . 

U.S. C. 590—y—z—-10), as amended and supplemented, June 28, 1949 (63 Stat. 277 
and September 6, 1950 (7 U.S. C. 1033-39) the Service carries on a water conserva- 


tion and utilization program in the Eden Valley pregent in Wyoming. This work 


has been completed o1 all other projects planned for development. Irrigated and 
irrigable lands (both Gove rnime A end privately owned) are developed for efficient 
use of irrigation water. Settlement opportunities are provided for veterans and 
needy farm families through the sale of newly developed farm units. Technical 


assistance is furnished to settlers within the authorized project area to aid thet 
with their soil and water conservation and land-use problems. 


GREAT I AINS CONSERVATION PROGRAM ACTIVITIES 


The Great Plains conservation program, authorized by Public Law 1021, 84tl 


Congress, provides (a ng-term cost sharing with farmers and ranchers in desig- 
nated counties of the 10 Great Plains States to aid them to achieve a more stable 


agricultural production, protect their lands from erosion, and develop :farming 
and ranching practices to cope more adequately with the climatic hazards whicl 
characterize the area, and technical and other assistance in planning, sched 
ing, and installing the essential soil and water conservation measures, farming 
systems, and land-use adjustments upon which the contracted cost-sharing ar- 
rangements are based. Other agricultural programs of the Department in the 
Great Plains have also been directed toward helping farms and ranchers make the 
adjustments needed to protect their soil and water resources and achieve a more 
stable agriculture. 

A Great Plains interagency group, consisting of representatives of the Soil 
Conservation Service, Agricultural Conservation Program Service, Agricultural 


Marketing Service, Agricultural Research Service, Commodity Stabilizati: 
Service, Farmers’ Home Administration, Federal Crop Insurance Corporation, 


Federal Extension Service, Forest Service, and Office of Information, have been 
designated on a continuing basis by the Secretary of Agriculture to assure 
effective coordination of all departmental resources in the program. The Soil 
Conservation Service has been assigned general responsibility for the Great 
Plains conservation program and the representative of that Service is ¢c)iairmar 
of the interagency group. Full cooperation of State and local governmental 
agencies and of other groups, organizations, and individuals having an interest 
in or affected by the program will be encouraged. 


PROGRAM ADMINISTRATION 


The Soil Conservation Service maintains its central office in the District of 
Columbia, but most of its activities are highly decentralized to 47 State and 3 
Territorial offices, 6 cartographic units, 6 engineering and watershed-planning 
units, and about 3,400 area and work unit headquarters which carry on the 
technical programs of the Service in conservation districts, watersheds, and 
water conservation and utilization projects. In addition, the Service has about 
50 specialists in the fields of agronomy, soils, biology, forestry, information, 
plant materials, and range conservation who are attached to the Washington 
office but located at various points in the field, to provide for necessary program 
coordination and the technical assistance in those specialty fields requested 
field operating personnel. 

As of November 30, 1957, the Soil Conservation Service had 13,485 full-time 
employees (263 in Washington and the balance in the field) and 2,751 part-time 
employees. The latter are generally employed in the field during the seasonal 
periods when there is need for additional assistance in applying conservation 
practices. 
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Appropriations A ppropri- Budge 
1O58 wy 
Conservation operations B72. 545, OK $72. 280, x 
Watershed protection 25, 500. 000 14. 000. (OK 
Flood prevention 13, 220, 000 13, 221 
Water conservation and utilization projects 550, 000 335, OOK 
Great Plains conservation program 10. 000. 000 MM M 
Total 121. 615. 00 ] s. nr 
In n, prior year balances é 
Summary of appropriations, 1958. and estimates. 1959 
Appro] Budget ¢ - I 
Appropriation item ted, 1958 mates, 1959 
Conservation operations $72, 545, 000 $72, 280, OO 2t 
Watershed protection 25, 500, OOK 2 14. 000. 000 “AM 
Flood prevention 13, 220. 00K 13. 220. 00K 
Water conservation and utilization projects 350, 000 335, OOM 
Great Plains conservation progran 10, 000, 000 000, OO 
Total 121. ¢ (Kn OO 835 OK 
In addition, $7,149,782 is available from prior-year balances 
2 In addition, $10,839,000 is estimated to be availabl ‘ s 
In addition, $1,582,697 is available from prior-year 
‘In addition, $15,805 is available from prior-year b 
( onservation ope al ons 
\ppropriation Act, 1958 $72. 545. 000 
ess savings in 1958 reflected as reductions in 1959 estimates LS4, OOO 
Base for 1959 000 
Judget estimate, 1959 000 
Decrease (due to providing Aa direet appropriation to the 
General Services Administration for certain leasing costs 
previously paid from this appropriation S81, OOO 
Pro i stat / 
}€cCt § atemen 
Project 1957 19458 (est De S Ys 
na j 
1. Assistance to soil conservation districts i 
other cooperators 
a) Planning, application, and maint 
nance of practices $65, 786, GOT $71. SOG. 40K g81 000 $71. TIS. 40K 
5b) Observational fleld testing of con- 
servation plant materials 460, 880 551. 600 551. GK 
Total obligations or estimate 66, 72. 361. 000 R1. 7) Ont) (KM 


Unobligated balance 
Transferred to “Salaries and expenses, Forest 
Service’’...... +325, 000 





Total appropriation 67, 500, 000 


Stratus oF PRoGRAM 
CURRENT ACTIVITIES 


The planning and establishment of soil- and water-conservation measures on 
farm and ranch lands provided for under this item is carried on primarily in co- 
operation with soil-conservation districts. These districts are local units of 
government, organized under State laws, and responsible to the landowners and 
operators in the districts and to the State legislatures. They are founded upon 


the sound principle of local initiative, direction, and control, and are formed only 
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in response to the petition and favorable referendum vote of the landowners and 
operators within the district boundaries. By the end of the 1957 fiscal 
2,770 soil-conservation districts had been organized in all 48 States, 
Alaska, Puerto Rico, and the Virgin Islands. 

Establishment of sound land use and the right combinations of soil-, water-, 
and plant-conservation measures on agricultural lands requires a combination of 
practical and scientific agricultural and engineering knowledge and skills. Soil 
conservationists, engineers, and other technicians of the Soil Conservation Service 
work with farmers and ranchers in developing conservation plans which provide 
for the application of proper combinations of conservation practices for their 
individual farm or ranch enterprises. The best available professional and scien- 
tific knowledge and judgment can be focused on special, new, or complex conserva- 
tion problems by these specialists headquarters in the field or on the Washington 
office staff. Adherence to sound scientifie principles and coordination of various 
agricultural techniques is required at all levels of the Service to maintain high 
standards of quality in all aspects of the Service work. Soil-conservation dis- 
tricts and cooperating landowners are thus assured of practical and skilled tech- 
nical assistance with their land-use and land-treatment problems. 

The following types of assistance are being furnished to landowners and oper- 
ators to carry out locally adapted programs of soil and water conservation: 

1. The services of soil scientists who make soil surveys and conduct special! 
soils investigations essential to successful conservation planning and sound recom- 
mendations for the use and treatment of each acre of agricultural land. These 
surveys include the soil series and type, its depth, slope, degree and extent of 
erosion, and other significant characteristics which are recorded on base maps in 
the field, acre by acre. The soil surveys are conducted cooperatively with the 
land-grant colleges and other State agencies. The survey reports and related 
soil maps after publication find continually expanding uses in other Federal, 
State, county, and local programs involving land use. Appropriate detailed soils 
investigations are also made to guide structural design or conservation practice 
specifications in special or unusual cases. 

2. The services of professional soil conservationists, engineers, and other con- 
servation specialists and aids who help farmers and ranchers plan and apply 
individual conservation programs for their farms or ranches. These jointly 
developed programs for the orderly adjustment of the use and treatment of each 
acre of their land are consistent with the land facts disclosed by the soil survey, 
and the labor, equipment, and financial resources of the landowners and operators. 


year, 
Hawaii, 


» 


3. The grant to soil-conservation districts of special equipment which is ac- 
quired from surplus at no cost to the Soil Conservation Service 


This equipment 
is assigned to assist 


farmers or ranchers in establishing conservation practices on 
their lands, where the application of needed conservation practices has been 
delayed because appropriate equipment was not readily available or was beyond 
the ability of farmers and ranchers to purchase individually or in small groups. 

4. Technical assistance to group enterprises on soil-conservation or water- 
control problems that can only be solved by group action of the cooperating 
landowners and operators. ‘These problems may involve irrigation or drainage of 
valuable agricultural land, or stabilization of critical erosion and runoff areas to 
protect agricultural, industrial, or urban properties from flooding and sediment 
damage. Where engineers and other specialists needed are not available from 
other local sources, Service technicians provide consultation and technical as- 
sistance for the investigation, design, and installation of the measures needed. 

5. Streamflow forecasts developed from snow surveys in the Western States 
which serve as a basis for planning for efficient seasonal utilization of available 
water for irrigation and other purposes. 

6. Field-seale trials of promising conservation plant materials to determine 

their suitability for erosion-control purposes, and cooperation with commercial 
concerns to promote adequate production, propagation, and utilization of new and 
uncommon strains of vegetative planting materials for conservation uses. 
7. Technical assistance in agricultural conservation program participates in 
the planning, layout, and establishment of specified conservation practices, both 
within and outside conservation districts. Nearly three-fourths of the cost of 
this work is paid from funds advanced by 
stabilization and conservation committees. 

In addition, in cooperation with other Federal, State, and local agencies or 
groups, some special technical assistance on conservation and land-use problems 


the respective county agricultural 
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is also given to farmers and ranchers, both inside and outside of conservation 
districts. (Only about 7 percent of the farms and ranches of the Nation are 
outside of conservation districts.) For example, participants in the Department’s 
acreage-reserve program are assisted on their request in selecting which land 
should be entered in the reserve and the appropriate eligible treatment for it. 
Borrowers under the soil and water conservation loan program of the Farmers’ 
Home Administration are usually provided with investigative, design, specifica- 
tion, and installation services for the structures or measures for which the loan 
is made. Limited amounts of assistance are also provided on occasion to other 
cooperating groups or individuals in order to develop a better local understanding 
of erosion, water, and land use problems and to encourage more widespread 
adoption of conservation farming methods. 


EXAMPLES OF RECENT PROGRESS 


Oraqanization of new soil-conservation districts 


During the fiscal year 1957, a total of 62 new conservation districts, comprising 
38,737,256 acres, were formed. A total of 172 additions comprising 14,401,418 
acres were made ‘to 93 existing districts during the year. About 40 percent of 
this additional acreage was included in the existing districts in California, Idaho, 
and Oregon. Thirteen districts were dissolved, nine of which became parts of 
new districts; the territory of two districts was added to existing districts; and 
one wind-erosion district was changed to a soil conservation district. This 
made a net increase of 49 districts during fiscal year 1957 and a net of 36,133,845 
acres added to districts. As of June 30, 1957, farmers and ranchers in the 48 
States and Territorial possessions had organized a total of 2,770 conservation 
districts comprising a total area of 1,596,991,319 acres. 

The 4,517,715 farms and ranches in conservation districts as of July 1, 1957, 
comprised 93 percent of the total farmers and ranchers in the Nation, as shown 
by the 1954 census of agriculture. Eighteen States and two Territorial posses- 
sions were completely covered by districts. 

It is anticipated that 60 new districts will be organized in the fiscal year 1958 
and another 30 in 1959, which will bring the total to 2,860 districts as of 
June 30, 1959. 


Conservation districts organize das of July 1, 195? 








Kind of district Location Number of | Approximate Number of 
districts rea (acres farms 
Soil-conservation districts 48 States 2, 707 1, 579, 004, 802 4, 436, 132 
Do Caribbean area 19 2, 269, 711 54, 270 
Do Hawaii 16 3, 369, 748 4 968 
Subdistricts Alaska 9 4, 391, 000 924 
Work area (called districts Connecticut 8 3, 135, 360 15, 615 
Grass-conservation districts Montana 10 3, 935, 708 968 
Imperial irrigation districts California l 884, 990 4, 838 
Total conservation districts 2, 770 1, 596, 991, 319 4, 517, 715 
Number of farms and acerage in conservation districts 
j } 
Number of Total acres Approximate | Number of 
Date districts in organized xcres in farms in 
organized districts farms districts 
Actual 
June 30, 1956 1, 546, 456, 056 1, O05, 456, 965 4,951, 052 
Average per district 568, 341 369, 517 1, 82 
June 30, 1957 2,770 1, 596, 991, 319 1, 020, O76, 913 4, 517, 
Average per district 576, 531 368, 259 1, 631 
Estimated 
June 30, 1958 2, 830 1. 647, 000, 000 1, 035, 000, 000 4, 578, 000 
Average per district 586, 121 368, 327 1, 629 
June 30, 1959 2, S60 1, 684, 000, OOO 1, 047, 000, 000 4 623, OO 


Average per district 43, 310 368, 662 1, 628 
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Su ev act omplish ments 


The following tables show the major survey accomplishments of the Service 
in assisting soil conservation districts and other cooperators. The two 
types of surveys conducted by the Service are defined as follows: 

1) Soil surveys are those where soil types, slope gradients, and erosion 
‘onditions and their boundaries are determined in detail by actual field 
examination and where classification is in accordance with the standard 
nationwide system of soil classification, to furnish information for conserva- 
tion planning, land inventories publication, and other purposes. 

2) Range surveys are those made of different range sites and range 
‘onditions. A range site is an area or areas of similar soil and climatic 
conditions capable of producing essentially the same kind and amount of 
limax vegetation. The range condition is determined by the kind and 
mount of vegetation present on the range site and its classified as excelle1 L, 

j Both range site and range condition are delineated on 
i map after actual examination in the field (usually with the rancher). The 
are used for conservation and watershed planning on range lands 
reconnaissance surveys not tabulated below, are 
for problem area delineations and broad program planning 


major 


c. GE poo! 


1 


seome made on a broader basis 








Surveys 





Lot of l & fi ] ] 
1957 actual Jur . ; 
1 
S Acre 34, 797, 374 ) 531.773 | 36. 750. 000 g Aen 
: cle 12, 551,161 | 67, 990, 2 13. 500. 000 son 
The rate of soil surveys in the Nation was increased 10.2 percent in the fiscal 
vear 1957 over the fiscal vear 1956 


SO surveys accelerated in the 


Great Plains 


Beginning in July 1954, special emphasis was given to speeding up soil surveys 
in 147 of the 166 counties in the critical wind erosion area of 7 of the Great 
Plains States. Because of the urgent need for soil survey data for 
ranch conservation planning purposes in this critical area, this work has been 
1954. During the initial 6-month period soil survey 
accomplishments were increased about 78 percent in this area. The rate 
accomplishments was again increased 97.7 percent in the 166 critical wind 
erosion counties during calendar year 1956 over the 1955 accomplishments. 

The following table shows soil survey progress in calendar vear 1956 compared 


farm and 


accelerated each year since 
of soil 


survey 





with calendar year 1955 in the 166 wind erosion counties in the southern Great 
Plains: 
Soil surveys 
State Counties 

Mapped in Mapped in 

1955 1UAt 

Number icres icres 
Colorado 25 289, 415 $21, 101 
Kansas 44 738. 102 1. 569. 528 
Nebraska 14 236, 692 593. 700 
New Mexico 12 436, 488 481.013 
Oklahoma ll 723, 256 2, 017, 293 
Texas 57 879, 137 420, OY2 
W yoming 3 22, 040 70, 358 
Total 166 counties 16 3, 325, 131 6, 573, O8 
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Soils investigations and laboratories 

Since mid 1953 when all soil survey activities of the Department were con- 
solidated in the Soil Conservation Service, considerable effort has been devoted to 
developing a scientifically sound system of soil classification that would be ac- 
ceptable to soil scientists throughout the world and to gathering all of the data for 
each individual soil that would provide needed information for all present and 
prospective users of the soil survey. 

Soil survey investigations involving both field and laboratory work are being 
conducted for the purpose of (1) characterization of soils so that they may be 
placed appropriately in a nationwide system of soil classification; (2) the char- 
acterization of soils with regard to their behavior under various systems of soil 
management; and (3) improvement in the understanding of soil genesis and how 
soils act under cultivation. 

The Service operates three principal soil laboratories at Beltsville, Md., Lincoln, 
Nebr., and Riverside, Calif., to make both physical and chemical soil analyses 
primarily in support of the soil survey field mapping program. Cooperative 
arrangements have been made in the States of Colorado, New Mexico, Tennessee, 
Utah, and Virginia with the experiment stations of the land grant colleges for soils 
laboratory assistance in both the soil surveys and the application of conservation 
practices. Many other agricultural experiment stations maintain soils laboratories 
that aid the soil survey work. A soil mechanics laboratory serving the entire 
Nation is also operated at Lincoln, Nebr., to test soils for structural work. 

Some 211 soils were analyzed in the 3 principal laboratories for soil character- 
ization during the year. This required some 30,000 separate analyses of almost 
1,600 samples. In addition more than 3,000 other miscellaneous analyses were 
made on an additional 1,500 samples. Mineralogical determinations including 
X-ray, differential thermal analyses, and various quantitative petrographic and 
special chemical determinations were also made on about 400 additional samples. 

The investigation of soil composition in relation to parent material source in the 
Monument Valley of Arizona and in southern Utah and of the microstructure of 
some prairie soils of western lowa were completed. Studies of the effect of cobalt 
in the soils of the Southeastern States and of molybdenum in Nevada are con- 
tinuing. More accurate interpretation of soil survey data in the southern Great 
Plains is being developed through a climatological study related to soils data. 
Studies of tropical soils and some laterite materials in Hawaii and southern 
California continued. The study of cemented hardpans and fragipans has been 
enlarged by the collection of a set of samples of desert soils containing alkali 
soluble hardpans and samples of fragipan soils from glacial till in New England. 
Field work for a study project on the genesis of brown, swelling, clay soils derived 
from voleanie rock covering large areas in north central Arizona was completed 
and the laboratory work was started. Studies on the fundamental properties 
of clay soils continued. Technical papers are published whenever a significant 
contribution can be made to the literature on the subjects studied. 

Significant progress has been made in forest site-soil relationship studies and 
data developed are contributing to the quality of conservation programs in several 
States. A study of the relationship of range sites and soils is being initiated. 
Soil-survey reports 

During the fiscal year 1957, 29 soil-survey reports with accompanying maps 
were sent to the Government Printing Office for publication. A total of 47 of 
these reports were awaiting publication at the close of the fiscal year. New soil- 
survey reports and maps were published for the following areas: Prentiss County, 
Miss.; Livingston County, Mo.; Cherry County, Nebr.; Livingston County, N. Y.; 
Noble County, Okla.; Johnson County, Tenn.; Sevier County, Tenn.; Faquier 
County, Va.; Skamanie County, Wash. 

This brings to 1,676 the number of soil-survey reports published since the work 
began in 1899. Many of the earlier surveys do not provide the detail or useful 
data for current needs and are scheduled to be revised and republished. An 
increased rate of soil survey report, preparation, editing, and publication is 
scheduled for 1958 and 1959. 
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NY imbe ol coope ators and conservation plans 
Active district cooperators Net crease in 
Explan i ‘ . sc ‘ 

Number Acres 
As of June 30, 1956 Fiscal ye 
Number of soil conse i n ¢ ooperator : 1, 644, 066 487, 334, 750 11, 730 
8CD cooperators having basic | 1, 102, 804 306, 991, 999 68, 274 
Number of basic plans fully | 177, 927 37, 173, 045 3, 254 
As of June 30, 1957 F isc 157 
Number of ynset ( operat 1, 727, 682 515, 302, 750 83, 616 
SCD cooperators bas 1, 161, 745 326, 053, 673 8, 041 
Number of ba lans fu 190, 562 39, 603, 486 2. 635 
As of June 30, 1958 (est I il 158 
Number “ONSE I ( 1, 806, 000 540, 000, 000 8, 318 
SCD « erators ha Da 1, 222, 000 343, 000, 000 60, 25 
Numbe f basie plans ly 204, 600 42, 000, 000 14, 038 
As of June 30, 1959 (est Fiscal 1959 

af | 

Number of soil conservat list t cooperators 1, 879, 500 562, 000, 000 00) 
SCD cooperators having basic p is 1, 283. 000 $55, 000, 000 61, 000 
Number of ba ic plans fully applic 220, 000 46, 000, 000 15, 400 
During the fiscal vear 1957, a total of 122,492 additional farmers and ranchers 


became district cooperators, 
tors to 1,727,682, as of June 30, 1957. 


which increased the cumulative number of coopera- 
Changes in ownership, death and cancella- 


tions caused a loss of 38,876 cooperators during the year, resulting in a net increase 


of 83,616 cumulative cooperators in 1957. 
servation plans were developed in 1957. 
resulted in a net increase of 


Ol 


Basic conservation planning in soil conservation dis 


tricts 


Likewise, a total of 92,660 basic con- 
However, losses such as those above 
only 58,941 basic plans on hand as of June 30, 1957. 


As of December 31, 1956, the Soil Conservation Service was cooperating under 





formal agreement with 2,744 conservation districts in the 48 States and in Alaska, 
Hawaii and the Caribbean area. 

Of the 1,559,667,362 acres total land area in the 2, 
cal assistance was provided as of December 31, 





25 districts to which techni- 


1956, about 1,127 million acres 
were agricultural land on which the Service, in cooperation with districts was 
authorized to work ay t,686,000 operating farms 





is acreage consisted of about 


nearly 
1,139,000 farms and ranches comprising about 318 million acres of agricultural 
land as of December 31, 1956. This was about 24 percent of all the operating 
units in districts and about 28 percent of the agricultural land in districts. Varia- 
tions in these percentages by States and broad geographical areas are shown in 
the table on the following page. 


on 


The Service’s long-term objective recognizes that nationally basic conservation 
plans need a major revision within a 10-year period to keep them up to date. The 
annual workload on these revisions would be about 10 percent of the plans on hand 
for any given year. However, during calendar years 1955 and 1956, the 
ported revisions each vear were less than 1 percent of the plans then on hand. 


re- 
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Basic conservation planning in soil 


-conservation districts by States 
Dec. 31, 1956 


and nationa 


Total soil 


conser- 
vation 
State districts 
as of 
Dec. 31, 
1956 
Northeast Number 
Connecticut s 
Delaware 3 


Maine 15 
Maryland 2 
Massachusetts l 
New Hampshir¢ ! 
New Jersey l 
New York 4 
Pennsylvania 43 
Rhode Island_. ; 
Vermont 13 
Virginia 2 
West Virginia l 


rotal 233 
Southeast 
Alabama 12 
Arkansas 


Florida 58 
Georgia 2 
Louisiana 2 
M ississippi 74 
North Carolina 37 


South Carolina 44 
Tennessee 
Caribbean 

Total 459 


Cornbelt 


[ilinois 97 
Indiana 70 
lowa. LOO 
Kentucky : 12 
Michigan 75 
Minnesota 72 
Missouri 32 
Ohio aS 87 
Wisconsin ‘j 71 

Total 725 

Great Plain 

Colorado 99 
Kansas 105 
Montana 69 


Nebraska : 87 
New Mexico 


North Dakota 79 
Oklahoma 86 
South Dakota 69 
lexa 172 


W yoming ieee 44 


Total 871 

West 
Arizona oe 47 
California 130 


Idaho 15 
Nevada 3 
Oregon ‘ 53 
Utah 

Washington 
Alaska : 9 


Hawaii : : 15 
Total 456 
National total_- 2, 744 


Agricultural 
land in soil 
conservation 


districts 


2, 489, 431 
13, 840, 215 
8, 527, 184 

$85. O00 
3, 527, 381 
21, OR4, 


§ H4 


7 " g28 
2, 712 
, O64 
, 707 
O75 
$1, 596 





208 


SRE 


918 


30, 045, 
14, 130, ¢ 
34, 264, 22% 


20, 532, 
19, O41, 
23, 436, 


9, 206, 
20, 660, 


22, 781 


194, 100, 


26, 918, 


SO. 557. 
54, 180 
47, 922 
42, 276, 


40, 247, 
38, 748, 
2, 871 
155, 
20, 


189. 678 


20, 467, 659 
23, 634, 963 
15, 934, 072 
8, 097, 796 
16, 135, 003 
13, 264, 238 
23, 608, 392 
1, 636, 266 














Operating 


units in Basic 
soil con- pl ins 
servation of De 


districts 


Number 


2, 418 
1, 273 
», 200 
10 3 





, 700 


140, 404 46, 768 
149, 728 46, 


9, 342 17, 





168, 344 75, 471 
113, 519 SHS 
157, 809 tet) 
IRR. SOR O39 
118, 014 348 
182, 546 25, 592 
53, 000 11, 08 


1, 421, 210 399, 006 


218, 588 31, 884 
112, 369 15, 726 
192, 059 39, 552 
200, 845 42, O92 
175, 056 17, 454 
124, 143 16, 505 
61, 738 7, 811 
168, 025 29. 684 
163, 067 20, 856 
1, 415, 890 221, 564 


21 


131, 879 ) 

$3, 616 8, 462 
104, 354 38, 038 
27, 093 9, 760 
65, 258 21, 171 


63, 627 
20, 914 
102, 386 

3, 389 


334, 738 








conservation 


prepared a 
31, 1956 


icres 
265, 326 


206, YYS 





1, 051, 442 
1, 467, 731 
540, O83 
585, 417 
”% 531 
811. OBS 
] ‘A) S70 
102, 644 
1, 037, 852 
040, 402 


7 373 
Y, ih 
t Y1sS 
14, , ret 
2 , 824 
) 278 
{ 607 
, 014 
S. GOS 





68, 915, 228 

25, 833 
2, 334, 702 
7, 120, 324 
5, 017, 203 
2. 186, 099 
3, 043, 397 
1, 488, SOS 
4, 138, 800 


3, 307, 250 


34, 062, 


116 


10, 345, 


16, 876, 





16, 756, 508 
12, 760, 680 
22, 333, 540 
12, 812, 683 
7 ~— 





539, 


178, 234, 706 
21¢ 
770 
197 
133 
341 
171 


049 





Percent 
of or 





planned 





> 1 
11.1 
19.1 
20.0 
18, 2 
7 : 
21.7 
5.4 


$3 


1). 9 
36. 4 
44.8 
21. ¢ 
44.8 


14.0 


20.9 


+) 

42.0 
36. 5 
36.0 
$2.4 


10.0 
27.6 
18. 2 
17.5 
” © 
i.a 
19. 6 


Peree 
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Proare san farm and ranch pianning 

The table on the following page shows by States the number of districts which 
had from 10 percent and less, to more than 50 percent of their agricultural land 
included in basic conservation plans for farms and ranches. Of the 2,725 districts 


to which assistance in farm and ranch planning had been provided as of December 
31, 1956, more than 50 percent yf the agricultural land in 371 districts was covered 


by basic conservation plans, or 13.6 percent of the total districts. Another 1,219 
districts were between 20 and 50 percent planned. The remaining 1,135 districts 
were less than 20 percent planned. The acreage of agricultural land in each of 


the districts, on which these percentage calculations were based, include the public 
and private land on which the Soil Conservation Service is authorized to work 
through memoranda of understandings and other working arrangements. 

Only 133 districts in 26 States had 65 percent or more of the agricultural land 
planned, which was 4.9 percent of the total districts assisted. These were mainly 
small districts with a small number of operating units, or those located in rela- 
tively level bottom-land areas, or a combination of small irrigated acreages with 
larger grazing areas. Even in the districts with higher percentages of agricultural 
land planned, many smaller operating units remained to be planned. 

In many districts, frequent changes or revisions are Made in basic plans already 





prepared to keep them up to date. Changes in ownership, and land-use adjust- 
ments for different types of farming, often cause replanning of farms and ranches 
to meet the needs of operators. The Soil Conservation Service provides technical 


help to district cooperators in making such change or revisions in basic plans. 
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Acreage of basic plans related to agricultural land as of Dec. 31, 1956 


Proportion of acreage in basic plans to agricultural land otal num- 


10 percent ie! = More than | distr 


ind less 7 





10.1 to 2 20 Oo o Af ) 
percent ercent ent 
} 2 
: ‘ , » 
I ) & 2 8 7 








Florida 8 17 7 
(eo i 2 4 ~ 9 
Lou ] 2 
Mi ppi 2 22 
North ¢ i 4 
So iC & « 
lennesset RS 
Caribt 9 } 
Tot si 9 is 
( rnb 
Illinois 12 $s 32 } I 7 
Indiana 22 24 ‘ 2 ) 
Iowa l 3t 44 f 
Kentuck 14 3 43 28 21 
Michigan 29 28 2 75 
Minnesota 2 l¢ } j 
Mi ul $ 2) i 
Ohi ) ) Q7 
W iscor } ( 21 ; } 
Total 261 222 S 
treat Pl 
Color ) $ ! 24 7 ) 
Kansas f ; 
Montana ll 2 1s ° lf 69 
Nebraska l 24 4 2 S 87 
New Mexico 3 § 7 } 37 ‘ 


North Dakota ; 
Oklahoma 1 


l : 29 3 23 RE 
South Dakota 7 9 14 8 ) 8 
Texas 19 » 2 $4 72 
W yoming 10 f 13 S $4 

Total RF 115 24¢ 222 202 8 

West 
Arizona 16 f 8 5 ) 7 
California__. 55 22 21 13 18 29 
Idaho ‘ 28 f 7 l $2 
Nevada 13 5 t 2 7 3 
Oregon 25 ll 7 $ 4 l 
Utah 5 ll ) 12 ll is 
Washington 33 20 ll 7 } 

Alaska 8 l } 
Hawaii 10 2 l 2 5 


Total 193 s4 70 47 55 444 


Grand total. ; 554 581 757 62 371 
Percent ‘ 20. 3 21.3 7.8 17.0 


, th 
land, woodland, wildlife, and other land used for agricultural purposes within the boundaries 
conservation districts. 


1 Includes all public and private land on which the SCS is authorized to work, i. e., the cropland, gr 
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Major practices applied on farms and ranches of soil conservation district cooperators, 
ACP participants, and other landowners assisted 








Type of practices Unit 1957 actual | 1958 estimate | 1959 estimate 
Contour farming Acres 2, 660, 044 2, 600, 000 2, 500, 000 
Cover cropping do 4,110, 385 4, 300, 000 4, 500, 000 
Stripcropping do 896, 016 | 900, 000 920, 000 
Stubble mulching do 2. 161, 368 | 2, 400, 000 2 600, 000 
Proper range use do 7, 163, 382 28, 500, 000 30, 000, 000 
Pasture planting do 2, 834, 046 2, 850, 000 2 900, 000 
Range seeding do 597, 381 600, 000 610, 000 
Tree planting , do 472, 435 500, 000 520, 000 
Windbreak planting Miles 1, 965 2, 000 2, 100 
Wildlife area improvement Acres 426, 580 420, 000 410, 000 
Terracing Miles 50, 937 50, 000 50, 000 
Diversion construction do 6, 000 6, 200 6, 300 
Pond construction Number 81,178 82, 000 83, 000 
Waterway development Acres 81, 359 | 82, 000 82, 500 
Irrigation reservoirs Number 3, 679 3, 700 3, 750 
Sprinkler irrigation systems do 5, 124 5, 500 6, 000 
Improved water application Acres 1, 410, 890 1, 350, 000 1, 300, 000 
Irrigation water management do 595, 342 580, 000 575, 000 
Land leveling do 581, 245 590, 000 600, 000 
Farm drainage do 1, 301, 445 1, 200, 000 1, 100, 000 
Open drains Miles 16, § 15, 000 14, 000 
Closed drains do 19, 767 20, 000 921. 000 
Land clearing Acres 513, 288 500, 000 490, 000 


More than a hundred different practices and measures are used in the local 
programs of conservation districts varying from place to place according to differ- 
ent needs of the land. The above-listed practices represent those most commonly 
used throughout the country. 

These data for 1957 and the estimates for 1958 and 1959 include quantities 
of the listed practices applied with Soil Conservation Service technical assistance 
in soil-conservation districts. Such assistance was financed mainly with con- 
servation-operations funds; about 15 percent with funds advanced from the item 

‘Agricultural conservation program’”’ under the 5-percent transfer provision 


contained in the annual appropriation act; and about 4 percent from various non- 
Federal sources. 


Group jobs on which tech nical assistance provided 


Total as of 1958 1959 
Item 1957 actual June 30, estimate estimate 
} 1957 
} 
Watershed work plans 
Number 2 138 539 120 100 
Acres ; 8, 427,340 | 29, 275, 247 7, 200, 000 6, 000, 000 
Group drainage jobs 
Number... - 2, 398 14, 607 2, 350 2, 300 
Acres ; 2,950,850 | 11, 026, 601 2, 820, 000 2, 760, 000 
Group irrigation jobs 
Number 1,079 2, 644 1, 130 1, 200 
Acres... 2, 052, 994 3, 548, 738 2, 140, 000 2, 280, 000 


The downward trend in the number of group job plans for watershed work 
under the conservation operations appropriation is expected because of the 
increase in the number of applications for watershed projects under Public Law 
566, 83d Congress. The group drainage and irrigation jobs shown for 1957 and 
estimated for 1958 and 1959 include those on which SCS technical assistance was, 
or is expected to be, prov ided during each year. 


Major practices applied on group jobs 


Type of practi Unit 1957 actual | 1958 esti- 1959 esti- 
nate mate 
rikntl anil wane! canavation { Miles 1, 304 1, 200 1, 200 
itech ana nal 4 \Cubie yar¢ ds 11, 829. 073 10, 885, 000 10, 885, 000 
— ink leveling Cubic yards 5, 019, 013 5, 000, 600 4, 900, 000 
Chan nel improverrent Linear feet 347, 012 406, 000 450, O00 


| 
; 
; 
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Conservation ranching protects land and helps maintain income during drought 


Conservation ranching has protected the land against wind erosion during the 
recent severe drought in the southern plains. In addition, ranchers with estab- 
lished conservation plans have not been subject to the drastic reduction in net 
income experienced by a large number of ranchers in the heart of the drought area. 

Precipitation in much of southwestern Texas was less than half of normal 
during the 1952-56 period. With the exception of 1949, rainfall was markedly 
deficient in most of the area since 1946. A rancher in the Trans-Pecos area, 
who adopted a conservation plan for his ranch in the early forties, has realized 
a net profit in all but 1 year during the drought period. The plant cover has 
been adequate to protect the land against wind erosion. Conservation practices 
responsible for sustaining livestock and grass production included adjustments 
in degree of use to current forage supplies, rotation-deferred grazing, brush control, 
and a limited amount of supplemental feeding. 

In the lower Edwards Plateau area of west Texas, a rancher who has diligently 
followed conservation ranching principles since 1940, has successfully weathered 
the drought. Not only has he been able to maintain an adequate cover to pro- 
tect the land, but also to maintain high livestock production levels with a mini- 
mum of purchased feed. Calf crops have averaged over 90 percent, lamb crops 
from 100 to 120 percent, and sale weights have been comparable to predrought 
levels. Purchase of supplemental feed was not materially increased during the 
drought period. Principal conservation practices used to maintain these pro- 
duction levels included timely adjustments in degree of use, deferred grazing, 
and brush control. 

The Nation is acutely aware of the devastating effects of the drought in terms 
of damaged lands, reduced income, and drought-relief expenditures. Numerous 
field observations in the severe drought-stricken area indicate that rangelands 
on which conservation ranching has been conscientiously applied have not suffered 
wind-erosion damage. While some livestock operations have suffered severe 
financial losses, and in some cases operations have been liquidated, ranchers fol- 
lowing sound conservation principles have been able to withstand the devastating 
effects of drought. In addition, they are in better position to realize the benefits 
of additional moisture when the drought is broken. 


Improvement in terracing 


Considerable progress has been made in the improvement of terraces to better 
adapt the practice to mechanized farming. The objective in this effort is to 
plan and construct terrace systems having a minimum number of point rows or 
short rows in the interval between terraces. Such rows are difficult to farm with 
tractors. Many farmers have refused to use terraces where they were needed 
or have plowed down existing terraces rather than attempt to operate their 
tractor equipment on irregular terrace intervals. 

It has been found that by a thorough study of the topography, slope, drainage 
pattern, and soils of a field it is often possible to design a terrace system in w hich 
many of the terraces are parallel. Where they can be made parallel they offer no 
impediment to tractor farming. A little more technical time is required to plan 
such a system. However, this extra time required of the technician is of little 
consequence when compared to the time it saves for the farmer as he works his 
terraced fields year after year. Furthermore, this saving of time and expense for 
the farmer contributes to a widening of the margin between cost of production and 
the market value of his crops. 


Grass and legumes make the corn country 


Grass and legumes have long been recognized as an important crop in rotations 
to furnish feed for livestock, save soil, and improve soil productivity. Even with 
the rapid advances made in cultural and management measures, and improvement 
in farm equipment, grasses and legumes continue to play an important role in the 
cropping systems and the conservation of soil and water. 

The Lake Plain of northwestern Ohio is typical of much of the Corn Belt wher« 
continuous corn cropping has been very common with a very little of the land 
being used for rotation hay. During the past 6 vears there has been a substantial 
increase in the number of farmers who have been profitably interseeding their corn- 
fields at the last cultivation with ryegrass, tall fescue, or other fast-growing grasses 
and clovers. This grass has reduced splash erosion and surface sealing thus in- 
creasing infiltration, added organic material and improved tilth. Many farmers 
have reported that the grass has helped to use excess moisture in the spring and 
fall, thus benefiting cropland preparation, and harvesting operations. 
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Farm woodla nds pi ofitable 


There has been an increasing demand on the Service for technical assistance in 
selecting planting sites for reforesting wornout fields and cutover lands, checking 
survival, and in thinning and harvesting operations as farmers realize the value 
of well-managed woodlands. An example of increased interest is in Louisiana 
where soil conservation districts are taking an active part in increasing tree plant- 
ings and urging better woodland management. The districts consolidate orders 
from cooperators for seedlings and receive bulk shipments from nurseries. They 
deliver the trees to individual farmers and collect for the trees as the planting job 
is done. Through June 30, 1957, farmers in Louisiana cooperating with local soil 
conservation districts, had planted 374,490 acres to trees. During the 1955—56 
planting season more than 27% million trees were planted by farmers cooperating 
with local soil conservation districts in the State. This figure includes 12,657,000 


trees purchased through soil conservation districts, 11,206,500 purchased |} dis- 
trict cooperators directly from nurseries, and 3,669,400 furnished free to district 
cooperators by various companies, agencies, and others. 

Another example of successful woodland operations is in the Northeast, where 
woodland is one of the most valuable renewable resources. A farmer in Cherry 
Plains, N. Y., has logged and sold 150,000 board-feet of hardwood trees from the 
365 acres of woodland in the Berkshire Hills. Cull trees cut for firewood heat 2 


I 





houses on this 50-cow dairy farm. Commercial loggers have bought and logged 
another 75,000 board-feet that the farmer did not have time to log himself. 
The woodlands have Dp uid the taxes and insurance on the whole fart 1everv vear. 

The farmer has also reforested 25 acres of land suitable only for growing trees 
with Scotcl pir e and Douglas fir in accordance with his conservatio1 plan de- 
veloped with the Rensselaer County Soil Conservation District He, like many 


other farmers throughout the Nation, has found not only a monetary profit from 


his farm woodlands but also a valuable game habitat and a natural watershed 


cover. 


Far -equipment industry « phasizes conservation 

The Service has worked continuously with manufacturers and retailers of farm 
equipment to promote a better understanding of the value of soil and water 
conservation to the farm-equipment industry. These activities have brought 
about the development of conservation equipment, which has definitely been of 
assistance in the establishment of sound conservation measures on the farm and 
ranchlands of the country. Emphasis has been placed on the fact that conserva- 





tion farmi 


g makes better customers of those farm operators who follow conser- 
vation pract 


ices This has resulted in a coordinated effort DY both the manu- 
] 


facturers and farm-equipment retailers to learn the kinds of practices which are 
most beneficial to their customers Putting this knowledge to use enables the 
industry to produce and supply the equipment best suited to the changing needs 


of conservation farmers. 

The Farm Equipment Institute with the advice and consultation of the Service 
has recently completed work on a colored filmstrip Partners in Profit It is 
intended to show dealers the value of maintaining close working relationships 
with soil-conservation district supervisors. The filmstrip further outlines methods 
by which dealers and supe rvisors can most effectively establish and maintain a 
mutually desirable partnership. It was produced by the manufacturers as a part 
of the industrywide dealer-di 
farm « ors become an active part of the local soil-conservation district activities. 
The dealer benefits from such a program because it enables him to better determine 





trict program to help the retail merchants who serve 


erat 
both the current needs of his customer and to learn when new practices are to be 
introduced which change the kind of equipment needed in the community. The 
district benefits because it acquires local merchants as partners for conservation 
land treatment who are in constant contact with district cooperators. These 
merchants are in an excellent position to assist their customers in the application 
of the conservation tillage, seeding and construction practices by supplying equip- 
ment specifically adapted to new requirements. 


Snow surveys and water supply forecasting 


Water use has expanded so greatly in the United States during the past quarter 
century that demands for water in many places now exceeds the readily available 


supply. This has created a recognized need for better management of the supply. 
Forecasts of the amount and distribution of streamflow is an acknowledged tool 
to improve water management. The Service, in cooperation with many Federal, 


State, and local agencies and with private enterprises, conducts snow surveys and 
makes water supply forecasts in all of the 12 Western States. These forecasts are 
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guides to decision and make possible improved water management, lessen water 
waste, reduce production costs, and encourage protective measures to be planned 
and taken in advance of either drought or flood. 

In the winter of 1956-57, snow pack measurements were made on 996 snow 
courses and at 109 soil moisture stations to provide information for 1,344 water 
supply forecasts, benefitting 13,275,000 acres of irrigated farmland. Twenty-four 
local and basinwide water forecasts meetings were conducted by Service profes- 
sional personnel. Advance information was made available to 377 soil conserva- 
tion districts on prospective water supply. There were 816 part-time snow 
surveyors participating in collecting this information. Emphasis on safety 
training in this hazardous work continued. Special tests of short wave mobile 
radios were made to facilitate equipping over-snow equipment with such radios 
for safety of operators and for expediting results of the snow surveys to the water 
users 

The snow surveys provided information which was used by farmers and ranchers 
throughout the west to prepare cropping plans based on the estimated seasonal 
water supply from the snow pack. The information was used also by Federal 
agencies, power companies and other water users to anticipate flow stages and in 
reservoir storage regulation and operation plans. Service data and interpreta- 
tions were made available to the farmers and the general public through the 
customary series of monthly Service bulletins issued at intervals between January 
1 and May 1; through newspapers, television and radio media, and by widest 
possible use of numerous farm and trade journals. 

An example of use by agriculture of this information has come from an economic 
study made on the Salmon Falls tract of the Twin Falls Soil Conservation District 
in Idaho. There are about 70,000 acres of irrigable land in this tract of which 
some 10,000 to 35,000 are actuaily irrigated each year, depending upon the water 


supply. Farmers were planning for about 25,000 acres of crops before streamflow 
forecasts based on snow surveys were available. After their annual meeting thi 


t 


Twin Falls Soil Conservation District board recommended that reductions 
be made and the farmers revised their plans downward to about 12,000 acres 


because of the short water supply. 
Conservation needs inventory underway 


The national inventory of soil and water conservation needs was well underway 
in more than half of the Nation’s 3,000 counties during the 1957 field season. At 
the direction of the Secretary, eight departmental agencies are assigned inventory 
responsibilities under leadership of the Soil Conservation Service. Other Federal, 
State, and local agencies are participating. Based upon statistical sampling and 
analyses, estimates of the nature, location and extent of our soil, water, and plant 
resource problems are scheduled 


1 for completion by counties and States before 

January 1, 1960 
The inventory will enable the Department and others to make reasonabl 
estimates of the kind and urgency of the actions needed for efficient progr: 


tne, 


research, administration, legislation, and other purposes. It will provide basic 
facts about our soils and their water and plant relationships, expected changes i 
land use and the amount and kind of treatment needed by problem area. At 
inventory of watershed problems which require project action of the nature pos- 
sible under the watershed protection and flood prevention is also being included. 
Soil surveys are being made of 100-acre samples in the Eastern States and 160- 
acre samples in the Midwest and Western States as a basis for the inventory. 
Arrangements have been made with Iowa State College, Cornell University, and 
Texas A, and M. College to complete drawing the samples for al! States and 


Territories. Statistical analyses of these data will be performed in the laboratories 


of these institutions 
R li-t han pro ems 

Expanding industry, more and wider rights-of-way for roads and airports, 
outdoor theaters and suburban developments are encroaching on good farmland 


In recent years there has been a greater movement of urban people to country 
property. Some suburbanites are interested in getting agricultural product 











| productio 
rom the land, while others are simply interested in establishing home or 1 
using the land primarily for recreation. On the other hand, many farmers 
ing jobs in the cities and are adding to the already large number of 1e 
farmers. This complex of problems that arise from the intermingling of urba 
nd rural interests, has come to be known as problems of “‘rurbanism.’ 
‘‘Rurbanism”’ and part-time farming have become problems in more tl ha 
of all the soil conservation districts in the country. About 80 districts t 
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populous northeastern seaboard and near large industrial centers in the Midwest, 
South, and Southwest, and on the Pacific coast, are losing good farmland at an 
alarming rate. More than 80 percent of the cooperators in several soil conserva- 
tion districts in Massachusetts and Connecticut are landowners not interested in 
producing agricultural products for market. 

There are numerous and difficult problems associated with the development 
of land for these more intensive uses than the production of agricultural products. 
These are normal and necessary developments that need the best guidance 
available. Land covered by highways, airports, military installations, factories, 
homes, and other structures present many problems in soil and water management 
including loss of water supplies, increased flood hazards, pollution, sedimentation, 
and increased erosion damage. Technical resources of the Service are being 
requested in ever-increasing amounts to work on these problems. 

A study of this problem is underway, with a view to determining the effects 
of this movement on conservation accomplishments and to developing the best 
ways the Soil Conservation Service can help meet the conservation needs of 
these lands. Some of the questions needing further study are: What technical 
recommendations need changing for land not producing agricultural products for 
market? Are zoning, protective covenants, regulations and ordinances needed. to 
protect the remaining good agricultural land? Can practical watershed protection 
and flood prevention projects be developed in ‘‘rurban’”’ areas? How do people in 
this rural-urban zone fit in with soil conservation districts, and how are they to 
be presented? Does the general public understand the nature and importance 
of this problem? 

Mr. Wuirrten. Mr. Peterson, we will be glad to have your general 
statement. 

GENERAL STATEMENT 


Mr. Prererson. Mr. Chairman and gentlemen of the committee, 
we are glad to present to you for your consideration our budget pro- 
posals for the Soil Conservation Service of the Department of Agri- 
culture for fiscal year 1959. 

The deep interest of the members of this committee in sound and 
effective soil and water conservation programs is well known, well 
demonstrated, and widely appreciated. We always welcome the 
opportunity to consider with you the operation of the soil and water 
conservation programs which we in the Department of Agriculture 
are responsible for administering, and the budgetary structure upon 
which their progress depends. 

Our national development, our standard of living, our agricultural 
and industrial achievements have been and are closely associated 
with the use and productivity of our abundant natural resources. Our 
continued national growth places ever larger demands upon these 
resources. Our population is increasing rapidly. Levels of industrial 
production are in a long-term upward trend. Continuous, sustained, 
and improved use of our natural resources, particularly soil and 
water, Is impert ative. 

In these circumstances organized and carefully planned soil and 
water conservation programs are of high importance. The elements 
of such programs need to be technically sound, applied in accordance 
with the technical requirements of the physical problems they are 
intended to overcome or correct, be understood and accepted by the 
people who own or manage the lands on which they are to be applied, 
and have a wide basis of public support. 

Also, such programs, while meeting the foregoing requirements, 
must at the same time meet the soil and water conservation needs of 
the respective States and communities within the States. These 
needs differ in size, extent, and character between the States and 
between communities within States. 
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The soil conservation districts of America, 2,779 strong, representing 
as they do a bringing together of local, State, Federal, and private 
effort, are well suited to meeting the soil and water conservation 
problems of the Nation. Their record of achievement is impressive. 
No other country has a comparable means through which the people 
who own or manage lands can bring together on a carefully planned, 
technically sound, ‘and well or eanized basis, all the supporting services, 
public and private, to aid in achieving maximum soil and water 
conservation progress. This situation didn’t just happen by itself. 


ROLE OF DEPARTMENT OF AGRICULTURE IN CONSERVATION 


The Department of Agriculture in execution of the authorities the 
Congress has provided, has been and continues to be a strong motivat- 
ing force to bring about the conservation use of the Nation’s resources 
of lands and water. The principal agency of the Department in this 
effort is the Soil Conservation Service in which centers the technical 
capabilities of the Department in the soil and water conservation 
field of work. 

It is my considered judgment that in the formulation of all conserva- 
tion programs these technical capabilities should determine program 
content. It is easy to incorporate into conservation programs various 
kinds of economic objectives, and thus obtain dual or multipurpose 
programs. Some parts of such programs are weighted heavier with 
economic aid than with assistance to achieve conservation use of 
land. Yet very vocal supporters, not without their own interests 
foremost, defend and advance such programs in the name of conserva- 
tion. 

When public policy determines that any part of our society needs 
or should have economic aid, such help should be honestly given under 
its proper label. It is sufficiently difficult to maintain the integrity of 
conservation without confusing conservation programs with other 
objectives. 

In many sections of the country during the past few years, I have 
met with soil conservation district supervisors, in their State and 
National meetings, in local districts, and on the farms of district co- 
operators. I have been on many farms and ranches, on watersheds 
and woodlands, in many small agricultural communities. Every- 
where I have found the districts as subdivisions of State government 
demonstrating leadership in soil and water conservation activities. 
Kverywhere the districts and their programs have earned the respect, 
admiration, confidence, and support of everyone who has an interest 
in conservation. This support takes many forms. It comes from 
industries and businesses of a wide variety, both local and national, 
from civic and educational groups, from the press, radio and television, 
from churches, and many other groups. All these groups recognize 
the stature of soil conservation districts and are working with them 
to help achieve the proper use and treatment of the Nation’s land 
resources. 

Conservation—the use of our lands within their capabilities, and 
their treatment according to needs—must be economically feasible, 
as well as technically and physically sound. 
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RESEARCH 


Here, too, research has a prominent role to play. It must provide 
the answers to the soil-water-plant relationships so that we provide 
the most useful technical assistance to farmers and ranchers. Educa- 
tion must see that the findings of research are widely disseminated 
and clearly understood in order that individual decisions are made 
on the basis of full and complete information. 


CREDIT PROGRAMS 


Credit programs and credit facilities must be continuously improved 
so that they too advance conservation achievement. Cost-sharing 
needs to be made an investment in conservation; it must not be an 
operating subsidy in the name of conservation. 

All of our conservation programs and tools must be, as fully as pos- 
sible, each complementary to the other. Our conservation efforts 
must be on a carefully planned and individually organized basis. 

This is the essence of the district program. An organized approach 
with a farm or ranch conservation plan, a conservation compass if you 
please, by which an individual farmer or rancher steers his conserva- 
tion course. This course must be technically sound. It must be 
economically feasibl: [t should result in improved level of living for 
the people on the land. It should make possible better farm homes, 
more secure homes, happier homes. 


PUBLIC INTEREST IN CONSERVATION 


We in the Department of Agriculture recognize, as I am sure the 
members of this committee do, that there have recently been wide- 
spread public discussions of soil and water conservation activities. 
We welcome objective considerations in the interest of sound conser- 
vation. We believe that such discussions are a good indication of 
general public interest and that thev help both the legislative and 
executive arms of the Government to arrive at considered conclusions. 
[ have made reference to many facets of conservation effort by thi 


Fede ral Gove rnin ‘Til All of this work, of course, must be done CoO- 
oper: atively with on | people and should be in recognition of appro- 


priate fune tions and ré sponsibi lities of local and State governments. 


TRANSFER OF CE Pe ‘DS FOR TECHNICAL ASSISTANCE 


We feel that it fundamentally important that soil and water 
conservation efforts have a common objective, and that in the formu- 
lation of such programs prim ary reliance should be placed upon the 
best technically qualified organization. We seek the counsel and 
cuidance of this committee with our prob lems. As this committee 
is aware, there have been for several vears transfers of up to 5 pere ent 
of county ACP program funds to the Soil Conservation Service for 
technical servicing activities. 

We believe that such transfers have resulted in more productive 
conservation investments of both the farmers’ and the Government’s 
funds. We believe it is important that such technical servicing be 
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continued and strengthened where necessary. However, we share 
with this committee a desire to it nprove upon the efficiency with which 
this work is performed. At the present time the ACP funds are 
transferred under terms of county-by-county agreements, which, on 
an annual basis, require frequent amendments. This approach is 
time consuming and costly. The estimated annual cost of negotiat- 
ing, reviewing, amending, and accounting, in connection with some 
2,791 agreements, to the Soil Conservation Service alone, is in excess 
of $175,000. In addition to the funds transferred, there are 377 
counties utilizing ACP funds where no transfers are now being made. 
The estimated cost to the conservation-operations funds of the Soil 
Conservation Service for servicing the ACP, not covered by transferred 
funds, is approxim ately $4 400,000 Oe vear. 

It seems to us in the Department of Agriculture that it would be 
practical and in the interest of more efficient program operations to 
provide for lump-sum State-level transfers of such funds from the 
State ASC committees to the Soil Conservation Service. We believe 
this could be done without detracting from any essential prerogatives 
or functions of the county ASC committees. We are therefore 
suggesting this procedure for the consideration of this committee; 


WATERSHED PROTECTION 


With respect to watershed protection, we are convinced that the 
watershed approach to conservation of soils and waters is practical 
and effective. The 800-plus applications on hand indicate the breadth 
of public interest in this program. In this work, too, the soil-conserva- 
tion districts are playing a prominent role. 

In nearly all project applicat ions soil-conservation districts are 
sponsors or cosponsors. The watershed approach to conservation 
actively involves the entire watershed community, for the entire 
watershed community benefits as a result of the conservation treat- 
ment of the watershed on an organized and complete basis. 

Technical competency of the servicing organization and technical 
suitability of program content betonkes of primary significance when 
a conser ation program is organized and applied to e ntire watersheds. 
It is important in fact, controlli 1@” of successful achievement of 
objective—on a single farm or ranch, but is multiplied in snvvphladaatinn 
when whole groups of farms and ranches as well as other affected 
community interests are included in the formulation of a watershed 
conservation project. 

We are pleased to report that the several completed projects, as well 
as the retarding structures upon them, performed to full expectations 
under the severe trial of floods of record intensity during the past year. 
We continue to believe that the authorized projects under the Flood 
Control Act of 1944 should be brought to early completion, that at 
least 1 entire river system be completed at the earliest possible time 
to provide measurements of effects of so treating an entire stream 
system, and that the 566 projects should move forward as rapidly as 
local people are ready and willing to undertake them, and have com- 
pleted a substantial portion of the required land treatment necessary 
to make the projects fully effective. 

21494—58—pt. 3——21 
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GREAT PLAINS CONSERVATION PROGRAM 


I would like also to comment on the Great Plains conservation 
program which is now rapidly unfolding. This program exemplifies 
the first systematized use of conservation cost sharing based on a 
complete soil and water conservation plan for an entire farm or ranch, 
Under this program we are approaching the solution to the problems 
of the Great Plains on a long-term basis, rather than on an emergency 
basis as we have done so many times in the past. Progress is thus far 
too limited to permit of conclusions as to effects. However, this 
program has the enthusiastic support of the soil-conservation dis- 
tricts. It is predicated upon many years of study of the farming and 
ranching problems of the Plains region. We believe as this program 
progresses its worth will be well demonstrated. It is fully in accord 
with the programs of the local soil conservation districts in the Plains 
region. 

CONSERVATION APPROPRIATIONS 


With particular reference to the budget items now under considera~ 
tion, we are fully convinced that the programs are readily susceptible 
to more rapid progress and more extensive application than the funds 
proposed to be appropriated will permit. However, these budget 
requests have been maximized within the total availability of funds, 
We would call to your attention that the total of this Department’s 
requests for soil and water conservation activities is substantial, 
We would, of course, agree that it is a matter of judgment as to the 
most desirable distribution among the several conservation activities 
of the Department of the total funds for soil and water conservation 
purposes. 

From personal observations I can only conclude that funds expended 
to provide the best possible technical assistance to soil-conservation 
districts fulfills all the requirements for the kind of soil and water 
conservation progress which fits the kind of a nation we are: its use is 
directed by local people to fit their local needs; it is supported by 
research to determine its effectiveness; it bring together the right 
combination of practices to meet in an organized way the physics al 
cee where they are and of the many differing kinds found over 
the Nation; it has wide public vg gt it continues to attract still 


greater support; it gets results; it is increasingly a cooperative effort 
between people snd their aeeeuae 
I would like to have Mr. Williams make a further statement in 


regard to the detailed operations of the several aspects of the Soil 
Conservation Service activities, Mr. Chairman, and we would be glad 
to attempt to answer such questions as you may have thereafter. 

Mr. Wuirren. Thank you, Mr. Secretary. We will be glad to have 
your statement, Mr. Williams. 


STATEMENT OF ADMINISTRATOR, SOIL CONSERVATION SERVICE 


Mr. Witurams. Mr. Chairman and gentlemen of the committee, 
a nation is only as strong as its supply of essential natural resources 
and the scientific skill with which they are treated and used. 

Space rockets and intercontinental missiles represent a great break-~ 
through in man’s conquest of the natural universe about him. But 
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they cannot guarantee our national well-being or world peace. The 
effective utilization of scientific advances depends on the total physical 
and economic strength of a nation represented in its wise use of natural 
resources, among which soil and water are perhaps the most vital and 
most basic. This is a most appropriate time, therefore, to take a look 
at where we stand in conserving our soil and water resources. 

How well equipped are we, in the United States, to maintain these 
vital resources for the needs of today and the mounting needs of the 
future? What is the extent and the condition of these resources? 

A first and important measure is the attitude and the will of the 
people. It is axiomatic that the wise use and improvement of soil 
and water can be fully accomplished only through the intent and the 
effort of farmers and ranchers who own and use the land. Conserva- 
tion, at least under our form of government, cannot be achieved by 
governmental decree. 

We are in a favored situation in this regard. Much progress has 
been made in public understanding and support of conservation. Of 
special importance has been the high degree of acceptance by land- 
owners and operators themselves of the responsibility for wise 
stewardship of soil and water. One of this Nation’s best guaranties 
of national stability lies today in the existence of an active, working 
group of more than 2,770 locally organized, locally directed soil con- 
servation districts, operating in every State and Territory of our 
Nation on the maintenance of our soil and water resources. 


SOIL CONSERVATION DISTRICTS 


The first district was organized in North Carolina only 20 years ago. 
Today about 90 percent of the Nation’s farm and ranch land lies 
within the boundaries of these self-governing local units of State 
government dedicated to one single objective—soil and water con- 
servation. Work in districts is directed by more than 13,000 locally 
elected farmers and ranchers who serve as district governing bodies 
without remuneration. 

Soil conservation districts have emerged as unique examples of 
successful Federal-State-local cooperation. They serve to channel 
technical assistance of the Federal Soil Conservation Service to 1.7 
million local farm and ranch operators. In so doing, the local super- 
vision of district programs and their organizational identity with 
State government assures the maximum degree of local direction and a 
minimum of Federal Government dictation. This is a three-way 
partnership of key importance. 

Evidence of the acceptance of soil conservation districts as a desir- 
able mechanism for coordinating soil and water conservation work at 
the local level is seen in the current picture of district financing. 
By 1957, local and State interests, both private and governmental, 
were contributing at least one-fourth of the annual operating costs of 
soil conservation districts. This figure did not include any part of 
what individual farmers and ranchers spent in applying conservation 
measures on their own lands. 

By contrast, in the beginning, except for gratis services of the 
farmers and ranchers elected or appointed to serve on the district 
governing bodies, district operations depended almost entirely on 











1512 


services and facilities provided by the Federal Government. In addi- 
tion to some $5 million which was available to districts directly from 
State appropriations in 1957, additional contributions from local 
government, business, and private interests totaled $20 million in 
1957. The Federal appropriation for Soil Conservation Service aid 
to districts in 1957 was slightly less than three times this total. 

This development has doubled significance in view of the urgency 
of conservation and the need for resource programs being opert ated 

effectively and economically. It enables the Federal Soil Conserva- 
tion Service to put an increasing percentage of its annual appropriation 
into supplying scientifically trained conservationists to aid farmers and 
ranchers in the districts. This, in turn, results in speeding up the 
necessary completion of the first-time basic treatment of our agricul- 
tural lands with the minimum expenditure of Federal funds. 

It means also that there now exists need for nationwide programs 
of Federal assistance to be guided and kept responsive to local needs 
and interests. 

Thus far, the Soil Conservation Service of the Department of Agri- 
culture has been the principal Federal agency channeling its aid to 
farmers through soil conservation districts. In a growing number of 
States, however, districts are entering into working relationships with 
other Federal as well as State agencies where cooperative effort helps 
to move ahead various local aspects of conservation of soil, water, 
grasslands, forests, and wildlife. Wherever the protection and im- 
provement of a valuable natural resource depends to any degree upon 
landowners and operators, soil conservation districts stand ready to 
provide the necessary enlightened, effective linkage between the in- 
terest of society as a whole and the individual custodian of the parcel 
of land from which the resource stems or where it is found. 

The United States Department of Agriculture regards soil conserva- 
tion districts as effective vehicles for such linkage between local 
people and the several soil and water conservation programs which it 
is responsible for administering. 


FUNCTIONS OF SOIL CONSERVATION SERVICE 


The Soil Conservation Service, as the technical service agency for 
soil and water conservation and flood prevention, now has whole 
partial res] onsil lity for administering or providing technical assist- 
ance on 15 phases of the Department of Agriculture’s broad soil and 
water conservation program. 

These activities include technical assistance in soil and water con- 
servation work on individual farms and ranches in soil conservation 
districts; the national soil survey; works of improvement on 11 water- 
sheds specially authorized for flood prevention work; demonstration 
of the value of watershed treatment measures on 55 pilot watershed 
projects; cooperation with local organizations in watershed protection 
and flood prevention projects as authorized under Public Law 566; 
completion of water conservation and utilization projects under the 
Case-Wheeler Act; leadership in the long-range Great Plains conserva- 
tion program; cooperative snow surveys and runoff preductions for 
t.e 11 Western States; leadership in the Department’s conservation 
needs inventory; technical assistance on interagency river basin 
investigations; providing statistical and technical data to State 
legislative and executive agencies on conservation problems; and 
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technical aid on soil and water conservation problems to the agricul- 
tural conservation program, the soil bank, and rural development 
programs, and to the soil and water conservation loan program of the 
Farmers’ Home Administration. 

In carrying out the enlarging scope of its responsibility for these soil 
and water programs of the. Departme nt of Agriculture, the Soil Con- 
servation Service relies heavily upon soil conservation districts as the 
local effectuating body. By 1957, SCS aid to more than 1,727,000 
farmers and ranchers on their individual soil and water conservation 
problems was being channeled through these districts. In addition, 

high percentage of the 431,000 farmers who in 1957 obtained SCS 
technical help in establishing practices under the cost-sharing program 
of the agricultural conservation program were also district cooperators. 

Logically, soil conservation districts are taking major leadership in 
the rapidly e xpanding watershed protection and flood prevention 
program. Although it is not a requirement of the Watershed Protec- 
tion and Flood Prevention Act, only a few of the more than 800 water- 
shed protection projects submitted to the Department of Agriculture 
for approval and aid under this program to date have not had soil 
conservation districts as sponsors or cosponsors 


In other areas, soil conservation districts are coming to play an 
increasingly imports unt part in formulating local programs whether or 
not shat are channeled exclusively through districts. The needs sl 
objectives of soil conservation districts are today being expressed and 


observed in a major degree in the planning of State and national 
research, educational, cost sharing and credit programs. 

In the new Great Plains conservation program, for example, soil 
conservation districts have taken steps to provide the principal local 
leaderst ip. 


GREAT PLAINS CONSERVATION PROGRAM 


Although the technical, cost sharing, and other assistance available 
under the Great Plains conservation program is not limited to soil- 
conservation districts, it is provided to farmers and ranchers in 
conjunction with complete soil- and water-conservation plans of the 
type used by soil-conservation districts. For the first time, however, 
a farmer or rancher can develop a long-term conservation plan with 


the guaranty that both technical and cost-sharing help will be forth- 
coming, as planned and needed, from the Department of Agricultur 
for the duration of his contract 

Thus, the Great Plains conservation program focuses upon the 
resources of a ps rticl ilar region a aon a es gr of local leadership 
and State and Federal aid, shaped particularly toward solving specific 


problems of the region and tied tog nana in a single, coordinated 
conservation plan. 

Paralleling work by conservation farmers and ranchers on the and, 
the Department of Agriculture is moving rapidly ahead in completing 
the assembly of information basic to the proper pls unning and execution 
of these programs. A noteworthy activity in this regard is intensive 
work now underway on a nationwide conservation needs inventory. 
This inventory, under leadership of the Soil Conservation Service, will 
encompass two main phases: (1) An inventory of land use, conserva- 
tion problems, and acreage needing treatment; and (2) an inventory 
of watershed project needs. Goal for completion of this important 
factfinding activity is set for 1960. 
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SOIL SURVEYS 


At the same time, the Soil Conservation Service has been accelerat- 
ing its work in obtaining detailed soils information and publishing 
county-by-county soil surveys. Soil survey data are now available 
for more than 539,000,000 acres of agricultural land in the Nation, and 
are used to provide guidance to a rapidly i increasing number of non- 
agricultural as well as agricultural activities. 


PLANT MATERIALS CENTERS 


Recognizing the high importance of vegetative as well as structural 
means of controlling erosion and managing water, the Soil Conserva- 
tion Service during the past year established five new field centers 
where plants of special value in soil conservation are developed, 
tested, and propagated for testing and use in soil-conservation dis- 
tricts and watershed ohio cts. There are now 17 such plant-materials 
centers operating in the Nation. Constant improvements are being 
made in relating new agronomic, range, biology, and woodland-man- 
agement techniques to the total requirements of soil and water 
conservation. 

We need also to give attention to the highly important role of the 
land-grant colleges in this soil and water conservation field. Not 
only must we depend primarily upon these colleges for the resident 
training of our future technicians but we must work closely with the 
research and extension branches as well. There is real need for the 
most effective possible conservation educational activity. Extension 
services are giving more attention to this matter and they need our 
encouragement and help. 

It should be noted, too, that other phases of the conservation 
education movement are underway so that our citizens and leaders 
in the next generation will also be aware of the urgency of maintaining 
our soil and water resources. Data and assistance provided by the 
Soil Conservation Service and other agencies to national school leaders 
and to youth groups such as Boy Scouts, Girl Scouts, Cub Scouts, 
Campfire Girls, and others, is multiplied several million times over 
each year as conservation teaching, informative publications, exhibits, 
tours, and other conservation activities result from this type of 
assistance. 

Next to people themselves, I regard land as our most valuable 
resource. Land—productive land—is essential to the health and 
economic well-being of our people and our Nation. Without an 
adequate supply of fertile soil and a well-managed water supply, no 
nation can maintain the standard of living that enables it to hold a 
major position in world affairs. Without it, we cannot sustain the 
level of technical and social progress that is required for modern world 
leadership. 

It is reassuring to be able to report that the United States, for the 
moment, is also in a favored position in terms of the land resources 
of the various nations. Of our 1,904 million acres of land in the 
continental United States, we have 409 million acres of cropland, 
700 million acres of nonforested pasture and grazing land, 606 million 
acres of forest and woodland, and 189 million acres in deserts or de- 
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voted to special purposes—towns and cities and other miscellaneous 
nonagricultural uses. 

That sounds like and is a truly rich heritage. We have been blessed 
with a goodly inheritance of fertile lands. We also are fortunate that 
some of our early leaders had the foresight to warn us of the dangers 
of land waste, and to launch movements which have given us by now 
a quarter of a century of advanced experience in the science and 
practice of soil and water conservation. 

But even in the United States, we have not much land to spare. 
The pro rata figure, related to 1950 population, was 3.2 acres of crop- 
land per person. Projec ting this to 1975 when we shall likely see a 
national population of 228 million people, the figure will be only 2.1 
acres per person, even though we may be able to add to our farm 
plant some 20 million cropland acres by that date. But by the year 
2000, still allowing for another 20-million-acre cropland increase, your 
share and mine of the Nation’s cropland can only be a little more 
than 1% acres per person. 

This is not to suggest that by the year 2000 we shall be going 
hungry. We are making very great strides in the techniques of soil 
and water management. Research workers, soil scientists, soil con- 
servation technicians, and conservation minded farmers and ranchers 
have proved that the right use and treatment of all the right land 
can induce it to produce much more than we ever before thought 
possible. 

But it is a certainty that our cropland potential is limited. It is 
also certain that before many years the ascending graph line of pop- 
ulation will overtake and pass the slower expansion of agricultural 
production. Unless we have taken the necessary steps to protect the 
source, well in advance, we will feel the pinch of insufficient land when 
the two graph lines cross. 

Furthermore, we have not yet completely checked the needless 
waste of good soil by erosion, despite the fact that we know how to 
prevent this type of loss. Ten years ago we still had to report that 
erosion was destroying nearly one-half million acres of our better ¢ rop- 
land each year. Conservation farmers today are rapidly lowering 
that figure. An inventory we shall complete in 1960 will give us an 
appraisal of how much less it is now. But until every acre of land 
in the Nation is in the kind of use and under the kind of treatment 
that assures the absolute minimum amount of erosion, we shall still 
be losing more soil than we can afford. 

Nor is the problem confined to loss of land through erosion and the 
other forms of physical soil damage and deterioration. The inexor- 
able expansion of nonagricultural developments that require land space 
is taking increasing amounts of our best soils out of production each 
year. 

Growing cities, of course, must have more room. Expanding air 
travel calls for more and longer airport runways. Millions of automo- 
bile drivers make wider and better roads a necessity—roads that re- 
quire 40-50 acres of land per mile. All this has been taking a million 
acres or more of cultivable land a year. 

Sometimes there is no alternative but to sacrifice good farmland 
for such uses. But thus far, nonagricultural expansion has taken 
place with few questions raised as to what use is best for the Nation 
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in the long run. Accessibility, ease and economy of construction, 
availability of fuel or water—these have generally been the first con- 
siderations in the selection of sites for land-consuming industrial 
developments, roads, airports, and housing projects. 

Since the quality of soil for agriculture varies widely, much land, 
fully adequate for building space, is ill-suited or unsuited for farming. 
But if more of the poor land must be farmed because the good land 
is swallowed up, our food will cost more and may be of lower quality. 
Furthermore, we shall have to work harder to prevent dust storms, 
floods, sedimentation, and the other il effects of erosion which occur 
more readily when poorer soils are put into cultivation. 

Thus, despite troublesome surpluse s of a few commodities now, we 
dare not cease to look to our production plant with a view to improv- 
ing it and maintaining it in readiness for the inevitable demands of 
the future. 

We in the United States are better prepared today than any nation 
in the world in the technology, in the organization, and in the public 
understanding of the urgency of conservation needed to maintain 
necessary levels of production from the land without permanently 
exhausting the resource. 

But we must continue to give unrelenting attention to this activity ; 
improving the techniques, fostering public understanding and strength- 
ening local leadership if we are to hold ourselves and our resources in 
readiness for any eventuality. No satisfactory substitute for soil and 
water as the principal source of human sustenance has yet been found. 

Now, I wish to make brief reference to the budget items for fiscal 
year 1959 and the justification therefor. 


ASSISTANCE TO SOIL CONSERVATION DISTRI 


[he conservation operations item is the one under which the Soil 
Conservation Service provides technical assistance to farmers and 
ranchers in soil conservation districts in all the States and Territories. 
During the fiscal vear 1957, a total of 62 new conservation districts 
was formed and 172 additions of land were made to 93 existing dis- 
tricts. On June 30, 1957, 18 States and 2 Territories were complet ly 
covered with districts. At that time there was a total of 2,770 con- 
servation districts with an area of almost 1,597 million acres—including 
about O35 percent of the tots | based on the 1954 er nsus numbe! of 
farmers and ranchers in the Nation. 


substantial additions of and continue to be made to « xistinge district 5, 


New soil conservation districts continue to be organized and 
but at a slower rate than in the past since s« » litt le farm and ranch 
land remains outside. The increasing interest of { irmers and ranches 

in existing’ district e the formation of new district LS, and Se of 
lands to older districts are constantly increasing the demands upon 
the Service for technical assistance. However, we expect to give as 
much assistance as possible to the newly organized districts m 1959 
within our existing staff by careful peappraanle of the relative work- 
loads and assignment of personnel it | proportion to the needs. 

During the past fiscal year, more than 122,000 additional farmers 
and ranchers began cooperating with their soil conservation districts 
and more than 92,000 basic conservation plans providing for the 
proper use and treatment of all the land in a farm or ranch were 
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prepared with Service help. More than 34 million acres of soil surveys 
were made during the year—a 10 percent increase over the 1956 fiscal 
year. Almost 16 } million acres of these sur veys were completed in the 
10 Great Plains States where the rate of soil surveys has been partic- 
ularly accelerated in recognition of the special problems of the area. 
Some further acceleration in survey rates is anticipated during the 
1959 fiscal year through increased efficiency, even though no increase 
in funds for this purpose is proposed. 

During the past fiscal year the Service provided technical services 
to about 431,300 farmers and ranchers who received cost-sharing 
assistance under the agricultural conservation program for permanent- 
type practices. About two-thirds of these were district cooperators. 
About three-fourths of the direct costs of technical service on ACP 
work were financed through-the transfer of $7,167,244 from the agri- 
cultural conservation program under the 5 percent transfer authority 
contained in the appropriation language. The other one-fourth of 
the cost was financed with funds from this appropriation item. 

Technical assistance on the selection and treatment of lands pro- 
posed for the acreage reserve program is also provided to farmers 
and ranchers. on request, under this item. 

The Service also provides engineering and other technical assistance 
to individuals and groups requesting soil and water conservation loans, 
in cooperation with the Farmers’ Home Administration. More than 
$9 million of soil and water conservation loans to individuals and 
groups were made by the FHA during the 1957 fiscal year and about 
the same amounts are estimated to be made in the 1958 and 1959 
fiscal years. 

Soil surveys and technical assistance have been accelerated in low- 
income counties and at the present time we are using about $565,000 
of available funds in this appropriation item for this purpose. This 
activity would be continued during 1959 at about the same level. 

A decrease of $81,000 is proposed for 1959 due to providing a direct 
appropriation to the ¢ reneral Services Administration for leasing costs 
previously paid from this appropriation. 


WATERSHED PROTECTION 
PLANNING 


As of January 1, 1958, 811 applications had been received from 46 
States and Territory of Hawaii for assistance in developing work plans 
for watershed projects. Assistance in the development of watershed 
work plans had been approved for 296 of these applications in the 46 
States and Hawaii. Ninety-nine new applications had been received 
and planning assistance approved for 42 additional watershed during 
the first half of this fiscal yeat 

As of January 1, 1958, 34 tentative and 17 final work plans had 
been prepared in addition to plans for the 60 projects that had been 
authorized for installation of works of improvement. We expect 
to have 102 projects in operation by the end of this fiscal year. This 
includes the Harmony Creek project in Iowa and the Dona Ana- 
Arroyo project in New Mexico which will be completed this year. 
An additional 60 projects are scheduled to reach the operations 
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stage in the fiscal year 1959 and 1 project, the Tiskilwa Ana project 
in Illinois, is scheduled for completion. 

The budget provides for a reduction of about 20 percent in the 
field of personnel who are engaged in watershed planning in order to 
achieve a closer balance with the proposed schedule for starting 
installation of works of improvement in about 60 new watershed 
projects in each of the fiscal years 1958 and 1959. The reduction of 
$800,000 in the’ planning activity would be made by assigning engi- 
neers, other professional technicians and aides now on planning parties 
to other work of the service and by not filling positions vacated due to 
turnover of personnel. 


PROJECTS IN THE OPERATIONS STAGE 


Although the budget proposes a decrease of $11,500,000 from the 
1958 appropriation of $25,500,000 for the entire watershed protection 
program, a net increase of $3,028,218 in the amount of funds avail- 
able is estimated for the fiscal year 1959 due to substantial unobli- 
gated balances anticipated to be carried over from fiscal year 1958. 
In addition to these balances, there will be decreases in the pilot 
watershed work and in watershed planning which will provide a total 
increase of $8 million for installation of works of improvement in 
watersheds authorized under Public Law 566. Unforeseen delays 
from the previously estimated rate of starting new Public Law 566 
projects in 1957 and this fiscal year are part of the reason for the 
substantial unobligated balance anticipated in the budget for 1958. 
Also, the very nature of these cooperative undertakings requires that 
the Department have funds available from which to negotiate with 
local organizations for agreements on planned watershed treatment 
measures. Because these negotiations often require considerable time, 
it is inevitable that there will be substantial unobligated balances at 
the end of each year. 

PILOT WATERSHEDS 


Work is continuing in 54 pilot pessoa - with 31 of them now 
scheduled for completion this fiscal year. Three projects were dis- 
continued at the request of the cacmna during the 1957 fiscal year. 
Three more are now scheduled for completion in the fiscal year 1959 
and the remaining 20 by the end of the 1961 fiscal year. Consistent 
with these schedules we are budgeting a decrease of $4,171,782 in 
the pilot program level for 1959 by shifting this amount over to the 
Public Law 566 projects. 


FLOOD PREVENTION IN THE 11 AUTHORIZED WATERSHEDS 


During the past fiscal year, 3 of the 11 watersheds authorized under 
the Flood Control Act of June 22, 1936, as amended and supple- 
mented, were subjected to severe test by the flood-producing storms 
that plagued the Southwest in the spring of 1957. I am happy to 
report to you that where subwatershed treatment had been completed 
the installed measures worked as planned and reduced damages from 
floodwater and sediment substantially. For example, damage reduc- 
tions of $56,700 were calculated for the Owl Creek and Chigley-Sandy 
Creek subwatershed of the Washita watershed in Oklahoma for 
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storm in May. Had the program been completely installed as planned 
for 14 other subwatersheds on the lower part of the Washita, damages 
would have been reduced about 71 percent or about $1 million. 
Similar results were found in the Middle Colorado and Trinity water- 
sheds of Texas when they were tested by storms of unprecedented 
intensity. 

The budget provides for continuing the work in the 11 authorized 
watershed projects at the same level in the fiscal year 1959 as this year. 


WATER CONSERVATION AND UTILIZATION PROJECT 


The budget provides for a decrease of $15,000 in the rate of land 
leveling and other irrigation development work under the Case- 
Wheeler Act in the Eden Valle y project in Wyoming in accordance 
with the long-range construction schedule. All work has been com- 
pleted on all other such projects planned for development. Sales of 
newly developed irrigation farms on the Eden Valley project were 
made in 1956 and 1957. The development of project lands ’ being 
continued and sales of completed farms will be held each ye The 
entire project is scheduled for completion during the 1962 Sie a vear. 


GREAT PLAINS CONSERVATION PROGRAM 


The Great Plains conservation program was initiated in August of 
1957 and by December the first long-range cost-sharing contracts 
authorized by Public Law 1021 were signed by farmers and ranchers 
in three States. Lists of the eligible practices and cost-share rates 
in all 10 of the Great Plains States had been approved by January 
and committees of local, State, and Federal representatives in most 
all of the 243 counties designated at that time were moving ahead 
with the development of county programs. Technical assistance is 
now being furnished in 243 counties in the 10 Great Plains States in 
developing long-range contracts with applicants under the program. 

Voluntary contracts under this program provide for Federal sharing 
of not to exceed 80 percent of the average cost of installing enduring 
soil and water conservation practices. Contracts are based upon a 
plan of operations for the farm or ranch specifically tailored for Great 
Plains conditions and a 3- to 10-year time schedule for installing the 
conservation practices and land use changes. As of March 1, the 
total number of contracts signed was 103. Farmers and ranchers 
are encouraged to use all other available sources of assistance that 
contribute to the stability of the farm or ranch operations and to the 
conservation use and treatment of the land. 

The funds proposed for the Soil Conservation Service in the Presi- 
dent’s budget, in our judgment, represent amounts needed to provide 
conservation assistance to soil-conservation districts and Great Plains 
program participants and to meet the Service obligations under the 
watershed programs. A full measure of sound and lasting conserva- 
tion on the farms, ranches, and watersheds of the Nation for each 
dollar of public or private money expended continues to be our goal. 

This completes my formal statement. I shall be glad to answer 
any questions the committee may have. 

Mr. Wuirten. We wish to thank you gentlemen and we will defer 
the balance of the hearing of the committee until tomorrow. 
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Wepnespay, Marcu 5, 1958. 
CONSERVATION OPERATIONS 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 
| 


| 
| 


Program by activities: | 
Assistance to soil conservation districts and other co- 


operators (total obligations : $66, 247, 877 $72, 361, 000 $72, 280, 000 
Financing | | 
Unobligated balance no longer available 927, 123 184, 000 
New obligational authority_. 67, 175, 000 72, 545, 000 72, 280, 000 


New obligational authority: | 
Appropriation 67, 500, 000 72, 545, 000 72. 280, 000 
Transferred to ‘‘Salaries and expenses,’’ Forest Service 

(71 Stat. 180) 


325, 000 | 
Appropriation (adjusted : 67, 175, 000 72, 545, 000 72, 280, 000 


Object classification 


1957 actual | 1958 estimate | 1959 estimate 








Total number of permanent positions 13, 337 14, 045 14, 043 
Full-time equivalent of all other positions 632 614 590 
Average number of all employees - ; 10, 989 | 11, 486 11, 466 
Number of employees at end of year. -- 13, 932 | 14, 302 14, 300 
Average GS grade and salary--.- 6.3 $4,805 | 6.3 $4,796 | 6.3 $4, 791 
01 Personal services: } 
Permanent positions _- $51, 591, 319 $53, 976, 334 $54, 000, 000 
Positions other than permanent ; 1, 977, 567 | 1, 976, 498 1, 900, 000 
Other personal services_.-..- 4 251, 621 152, 668 450, 000 
Total personal services ; i 53, 820, 507 56, 405, 500 | 56, 350, 000 
02 Travel ‘ 2, 292 2, 325, 000 2, 325, 000 
03 Transportation of things | 393, 405 | 405, 000 | 400, 000 
04 Communication services 802. 000 R00. 000 
05 Rents and utility services. _- 1, 1, 580, 000 1, 500, 000 
06 Printing and reproduction 550, 000 | 550, 000 
07 Other contractual services 990, 000 997, 000 
Services performed by other agencies 50, 000 50, 000 
08 Supplies and materials 3, 052, 096 3, 108, 000 3, 100, 000 
09 Equipment ; 2, 775, 821 | 2, 630, 000 2, 600, 000 
10 Lands and structures__ 18, 350 | 16, 000 |_- 
11 Grants, subsidies, and contributions... 3, 390, 000 3, 500, 000 
13 Refunds, awards, and indemnities_- : | 7, 647 | see 
Awards for employee suggestions j | 55, 968 | 72, 000 | 70, 000 
15 Taxes and assessments ‘ : : nae 87, 791 | 43, 000 44, 000 
Subtotal ee : ; ieee | 66, 253, 114 72, 366, 500 72, 286, 000 
Deduct quarters and subsistence charges 5, 237 | 5, 500 6, 000 
Total obligations.._...........-- d Likiindnehe | 66, 247, 877 72, 361, 000 72, 280, 000 
| 


Mr. Wuirten. Gentlemen, we come to the details on this request. 
In that connection I would like to insert pages 180 through 201, 
excluding the charts, of the justifications in the record at this point. 

(The material referred to is as follows:) 


Conservation operations 
Appropriation Act, 1958 ? eb Je. Lat £ $72, 545, 000 
Less savings in 1958 reflected as reductions in 1959 estimates____- 184, 000 


Base for 1959___ 


, 961, 000 
Budget estimate, 1959_ 


72 
72, 280, 000 


Decrease (due to providing a direct appropriation to the 


General Services Administration for certain leasing costs 
previously paid from this appropriation)__._.......____- —81, 000 
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Project statement 





Project 1957 | 1958 (esti- Decrease | 1959 (esti- 
| mated) | | mated) 
1, Assistance to soil conservation districts and | 
other cooperators: | 
(a) Planning, application, and mainte- | | } 
nance of practices_- $65, 786, 997 $71, 809, 400 | —$81, 000 $71, 728, 400 
(b) Observational filed testing of con- | 
servation plant materials- --- 460, 880 551, 600 | 551, 600 
Total obligations or estimate___- 66,247,877 | 72,361,000 —8, 000 | 72, 280, 000 
Unobligated balnee 927, 123 
Transferred to “Salaries and expenses, Forest | Ne ee ee ee ee 
Service”’ : . az +325, 000 
Total appropriation 67, 500, 000 | 


DECREASE 


(1) A decrease of $81,000 due to providing a direct appropriation to the General 
Services Administration for certain leasing costs previously paid from this appropria- 
tion.—Certain space assignment and leasing functions of the various Federal 
agencies were transferred to the General Services Administration under section 1 
of Reorganization Plan No. 18 of 1950. These functions are applicable only to 
general-purpose space that may be occupied in any of the designated metropolitan 
areas and include the acquiring and payment for space in buildings, the assignment 
and reassignment of such space, and the operation, maintenance, and custody 
thereof. The decrease of $81;000 represents the cost of leasing functions which 
will be assumed by General Services Administration in the 1959 fiscal year. 


STATUS OF PROGRAM 
CURRENT ACTIVITIES 


The planning and establishment of soil- and water-conservation measures on 
farm and ranch lands provided for under this item is carried on primarily in 
cooperation with soil-conservation districts. These districts are local units of 
government, organized under State laws, and responsible to the landowners and 
operators in the districts and to the State legislatures. They are founded upon 
the sound principle of local initiative, direction, and control, and are formed only 
in response to the petition and favorable referendum vote of the landowners and 
operators within the district boundaries. By the end of the 1957 fiscal year, 2,770 
soil-conservation districts had been organized in all 48 States, Hawaii, Alaska, 
Puerto Rico, and the Virgin Islands. 

Establishment of sound land use and the right combinations of soil-, water-, and 
plant-conservation measures on agricultural lands requires a combination of 
practical and scientific agricultural and engineering knowledge and skills. Soil 
conservationists, engineers, and other technicians of the Soil Conservation Service 
work with farmers and ranchers in developing conservation plans which provide 
for the application of proper combinations of conservation practices for their 
individual farm or ranch enterprises. The best available professional and scien- 
tific knowledge and judgment can be focused on special, new, or complex conserva- 
tion problems by these specialists headquartered in the field or on the Washington 
office staff. Adherence to sound scientific principles and coordination of various 
agricultural techniques is required at all levels of the Service to maintain high 
standards of quality in all aspects of the Service work. Soil-conservation districts 
and cooperating landowners are thus assured of practical and skilled technica! 
assistance with their land-use and land-treatment problems. 

The following types of assistance are being furnished to landowners and opera- 
tors to carry out locally adapted programs of soil and water conservation: 

1. The services of soil scientists who make soil surveys and conduct special 
soils investigations essential to successful conservation planning and sound 
recommendations for the use and treatment of each acre of agricultural land. 
These surveys include the soil series and type, its depth, slope, degree and extent 
of erosion, and other significant characteristics which are recorded on base maps 
in the field, acre by acre. The soil surveys are conducted cooperatively with the 
land-grant colleges and other State agencies. The survey reports and related 
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soil maps after publication find continually expanding uses in other Federal, 
State, county, and local programs involving land use. Appropriate detailed soils 
investigations are also made to guide structural design or conservation practice 
specifications in special or unusual cases. 

2. The services of professional soil conservationists, engineers, and other 
conservation specialists and aids who help farmers and ranchers plan and apply 
individual conservation programs for their farms or ranches. These jointly 
developed programs for the orderly adjustment of the use and treatment of each 
acre of their land are consistent with the land facts disclosed by the soil survey 
and the labor, equipment, and financial resources of the landowners and operators. 

3. The grant to soil-conservation districts of special equipment which is acquired 
from surplus at no cost to the Soil Conservation Service. This equipment is 
assigned to assist farmers or ranchers in establishing conservation practices on their 
lands, where the application of needed conservation practices has been delayed 
because appropriate equipment was not readily available or was beyond the 
ability of farmers and ranchers to purchase individually or in small groups. 

4. Technical assistance to group enterprises on soil-conservation or water- 
control problems that can only be solved by group action of the cooperating land- 
owners and operators. These problems may involve irrigation or drainage of 
valuable agricultural land, or stabilization of critical erosion and runoff areas to 
protect agricultural, industrial, or urban properties from flooding and sediment 
damage. Where engineers and other specialists needed are not available from 
other local sources, Service technicians provide consultation and technical assist- 
ance for the investigation, design, and installation of the measures needed. 

5. Streamflow forecasts developed from snow surveys in the Western States 
which serve as a basis for planning for efficient seasonal utilization of available 
water for irrigation and other purposes. 

6. Field-scale trials of promising conservation plant materials to determine 
their suitability for erosion-control purposes, and cooperation with commercial 
concerns to promote adequate production, propagation, and utilization of new and 
uncommon strains of vegetative planting materials for conservation uses. 

7. Technical assistance in agricultural conservation program participants in the 
planning, layout, and establishment of specified conservation practices, both 
within and outside conservation districts. Nearly three-fourths of the cost of 
this work is paid from funds advanced by the respective county agricultural 
stabilization and conservation committees. 

In addition, in cooperation with other Federal, State, and local agencies or 
groups, some special technical assistance on conservation and land-use problems 
is also given to farmers and ranchers, both inside and outside of conservation 
districts. (Only about 7 percent of the farms and ranches of the Nation are 
outside of conservation districts.) For example, participants in the Department’s 
acreage-reserve program are assisted on their request in selecting which land should 
be entered in the reserve and the appropriate eligible treatment for it. Borrowers 
under the soil-and water-conservation loan program of the Farmers’ Home 
Administration are usually provided with investigative, design, specification, and 
installation services for the structures or measures for which the loan is made. 
Limited amounts of assistance are also provided on occasion to other cooperating 
groups or individuals in order to develop a better local understanding of erosion, 
water, and land-use problems and to encourage more widespread adoption of 
conservation farming methods. 


EXAMPLES OF RECENT PROGRESS 


Organization of new soil-conservation districts 

During the fiscal year 1957, a total of 62 new conservation districts comprising 
38,737,256 acres were formed. A total of 172 additions, comprising 14,401,418 
acres, were made to 93 existing districts during the year. About 40 percent of this 
additional acreage was included in the existing districts in California, Idaho, and 
Oregon. Thirteen districts were dissolved, 9 of which became parts of new dis- 
tricts; the territory of 2 districts was added to existing districts; and 1 wind- 
erosion district was changed to a soil-conservation district. This made a net 
increase of 49 districts during fiscal year 1957 and a net of 36,133,845 acres added 
to districts. As of June 30, 1957, farmers and ranchers in the 48 States and 
Territorial possessions had organized a total of 2,770 conservation districts com- 
prising a total area of 1,596,991,319 acres. 

The 4,517,715 farms and ranches in conservation districts as of July 1, 1957, 
comprised 93 percent of the total farmers and ranchers in the Nation, as shown by 
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the 1954 census of agriculture. Eighteen States and two Territorial possessions 
were completely covered by districts. 

It is anticipated that 60 new districts will be organized in the fiscal year 1958 
and another 30 in 1959, which will bring the total to 2,860 districts as of June 30, 
1959. 

Conservation districts organized as of July 1, 1957 

















| 
Kind of district Location Number of| Approximate Number of 
districts area (acres) farms 
ented os | | = ac 
| | } } 

Soil-conservation districts............... 48 States____ a 2, 707 1, 579, 004, 802 | 4, 436, 132 
Do 4 a Caribbean area..._| 19 | 2, 269, 711 | 54, 270 

Do jac a ey Hawaili_......... | 16 | 3, 369, 748 | 4, 968 
Subdistricts. : Alaska 9 4, 391, 000 | 924 
Work area (called districts) . _- : Connecticut____- s 3, 135, 360 | 15, 615 
Grass-conservation districts. - ....--| Montana...- odie 10 | 3, 935, 708 968 
Imperial irrigation districts... .....| California. __ | 1 |} 884, 990 | 4, 838 
Total conservation districts._.._- ce neaedema 2,770 1, 596, 991, 319 4.517, 715 


Number of farms and acreage in conservation districts 


| Number of| Total acresin | Approximate | Number of 


Date | districts organized dis- | acresin farms | farms in 
organized | tricts districts 
Actual: 
June 30, 1956. -- - ‘ 2, 721 1, 546, 456, 056 1, 005, 456, 965 4, 951, 052 
Average per district . . 568, 341 369, 517 1, 820 
June 30, 1957 | 2,770 1, 596, 991, 319 1, 020, 076, 913 4, 517,715 
Average per district 576, 531 368, 259 1, 631 
Estimated 
June 30, 1958 _ _- ‘ 2, 830 1, 647, 000, 000 1, 035, 000, 000 | , 578, 000 
Average per district ; — 586, 121 368, 327 1, 629 
June 30, 1959. . 2, 860 1, 685, 000, 000 1, 047, 000, 000 4, 623, 000 
Average per district __--.-.- “ L ouapaean | 593, 310 368, 662 | 1, 628 


Survey accomplishments 


The following tables show the major survey accomplishments of the Service in 
assisting soil-conservation districts and other cooperators. The two major types 
of surveys conducted by the Service are defined as follows: 

(1) Soil surveys are those where soil types, slope gradients, and erosion 
conditions and their boundaries are determined in detail by actual field 
examination and where classification is in accordance with the standard 
nationwide system of soil classification, to furnish information for conserva- 
tion planning, land inventories publication, and other purposes. 

2) Range surveys are those made of different range sites and range con- 
ditions. A range site is an area or areas of similar soil and climatic condi- 
tions capable of producing essentially the same kind and amount of climax 
vegetation. The range condition is determined by the kind and amount of 
vegetation present on the range site and is classified as excellent, good, fair, 
or poor. Both range site and range condition are delineated on a map after 
actual examination in the field (usually with the rancher). The maps are 
used for conservation and watershed planning on rangelands. 

Some reconnaissance surveys not tabulated below, are made on a broader basis 
for problem area delineations and broad program planning. 


Surveys 


= 
Type of survey Unit 1957 actual | Totalasof | 1958 fiscal 1959 fiscal 
| June 30, 1957 | year estimate | year estimate 


| 
Soil scoala . . Acres__. 34, 797, 374 539, 531,773 | 36, 750,000 38, 587, 000 
Range aed 12, 551, 161 67, 990, 253 13, 500, 000 14, 000, 000 


The rate of soil surveys in the Nation was increased 10.2 percent in the fiscal 
year 1957 over the fiscal year 1956. 








Ze er Ne eT 


STS 
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Soil surveys accelerated in the Great Plains 

Beginning in July 1954 special emphasis was given to speeding up soil surveys 
in 147 of the 166 counties in the critical wind erosion area of seven of the Great 
Plains States. Because of the urgent need for soil survey data for farm and 
ranch conservation planning purposes in this critical area, this work has been 
accelerated each year since 1954. During the initial 6-month period soil survey 
accomplishments were increased about 78 percent in this area. The rate of soil 
survey accomplishments was again increased 97.7 pereent in the 166 critical wind 
erosion counties during calendar year 1956 over the 1955 accomplishments. 

The following table shows soil survey progress in calendar year 1956 compared 
with calendar year 1955 in the 166 wind-erosion counties in the southern Great 
Plains: 





Soil surveys 





State Counties 
Mapped in Mapped in 

1955 1956 

Numb r icres icres 
Colorado : 25 289, 416 $21, 101 
Kansas 14 738, 102 1, 569, 528 
Nebraska 14 236, 692 593, 700 
New Mexico 12 436, 488 481. 013 
Oklahoma 11 723, 256 2, 017, 293 
‘Lexas eimai npaweinees anon 57 879, 137 1, 420, 092 
W yoming : 3 22, 040 70, 358 
Total 166 counties_____.._. ‘ ‘ 166 3, 325, 131 6, 573, O85 


Soils investigations and laboratories 

Since mid-1953 when all soil-survey activities of the Department were consoli- 
dated in the Soil Conservation Service, considerable effort has been devoted to 
developing a scientifically sound system of soil classification that would be accept- 
able to soil scientists throughout the world and to gathering all of the data for each 
individual soil that would provide needed information for all present and pros- 
pective users of the soil survey. 

Soil-survey investigations involving both field and laboratory work are being 
conducted for the purpose of (1) characterization of soils so that they may be 
placed appropriately in a nationwide system of soil classification; (2) the charac- 
terization of soils with regard to their behavior under various systems of soil 
management and; (3) improvement in the understanding of soil genesis and how 
soils act under cultivation. 

The Service operates three principal soil laboratories at Beltsville, Md., Lincoln, 
Nebr., and Riverside, Calif., to make both physical and chemical soil analyses 
primarily in support of the soil survey field mapping program. Cooperative 
arrangements have been made in the States of Colorado, New Mexico, Tennessee, 
Utah, and Virginia with the experiment stations of the land-grant colleges for 
soils-laboratory assistance in both the soil surveys and the application of conserva- 
tion practices. Many other agricultural experiment stations maintain soils 
laboratories that aid the soil-survey work. A soil-mechanies laboratory, serving 
the entire Nation is also operated at Lincoln, Nebr., to test soils for structural work. 

Some 211 soils were analyzed in the 3 principal laboratories for soil characteriza- 
tion during the year. This required some 30,000 separate analyses of almost 1,600 
samples. In addition more than 3,000 other miscellaneous analyses were made on 
an additional 1,500 samples. Mineralogical determinations including X-ray, 
differential thermal analyses, and various quantitative petrographic and special 
chemical determinations were also made on about 400 additional samples. 

The investigation of soil composition in relation to parent material source in the 
Monument Valley of Arizona and in southern Uteh and of the microstructure 
of some prairie soils of western Iowa were completed. Studies of the effect of 
cobalt in the soils of the Southeastern States and of molybdenum in Nevada are 
continuing. More accurate interpretation of soil-survey data in the southern 
Great Plains is being developed through a climatalogical study related to soils 
data. Studies of tropical soils and some laterite materials in Hawaii and southern 
California continued. The study of cemented hardpans and fragipans has been 
enlarged by the collection of a set of samples of desert soils containing alkali 
soluble hardpans and samples of fragipan soils from glacial till in New England. 
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Fieldwork for a study project on the genesis of brown, swelling, clay soils derived 
from volcanic rock covering large areas in north central Arizona was completed 
and the laboratory work was started. Studies on the fundamental properties of 
clay soils continued. Technical papers are published whenever a significant con- 
tribution can be made to the literature on the subjects studied. 

Significant progress has been made in forest site-soil relationship studies and 
data developed are contributing to the quality of conservation program in several 
States. A study of the relationship of range sites and soils is being initiated. 
Soil-survey reports 

During the fiscal year 1957, 29 survey reports with accompanying maps were 
sent to the Government Printing Office for publication. A total of 47 of these 
reports were awaiting publication at the close of the fiseal year. New soil-survey 
reports and maps were published for the following areas: Prentiss County, Miss.; 
Livingston County, Mo.; Cherry County, Nebr.; Livingston County, N. Y.; 
Noble County, Okla.; Johnson County, Tenn.; Sevier County, Tenn.; Fauquier 
County, Va.; Skamanie County, Wash. 

This brings to 1,676 the number of soil-survey reports, published since the 
work began in 1899. Many of the earlier surveys do not provide the detail or 
useful data for current needs and are scheduled to be revised and republished. 
An increased rate of soil-survey report, preparation, editing, and publication is 
scheduled for 1958 and 1959, 


Number of cooperators and conservation plans 


Active district cooperators | Net inc 


in SOll 





con- 
servation 


Explanation district 
Number Acres cooperators 
and basic 
plans 
As of June 30, 1956 Fiscal year 
195¢ 
Number soil conservation district cooperators- ‘ 1, 644, 066 487, 334, 750 91, 730 
Soil conservation district cooperators having basic plans 1, 102, 804 306, 991, 999 68, 27 


Number basic plans fully applied 3 : | 77, 927 37, 173, 045 13, 254 


As of June 30, 1957 Fiscal year 
1957 
Number soil conservation district cooperators 1, 727, 682 515, 302, 750 83, 616 
Soil conservation district cooperators having basic plans 1, 161, 745 326, 053, 673 8, O41 
Number basic plans fully applied 190, 562 39, 603, 486 12, 635 
As of June 30, 1958 Fiscal year 
(estimated 1958 
Number soil conservation district cooperators 1, 806, 000 540, 000, 000 78, 318 
Soil conservation district cooperators having basic plans 1, 222, 000 343, 000, 000 60, 255 
Number basic plans fully applied 204, G00 42. 000. 000 14. 038 
As of June 30, 1959 F ise year 
estimated) 1959 
Number soil conservation district cooperators 1, 879, 500 562, 000, 000 73. 500 
Soil conservation district cooperators having basic plans 1, 283, 000 355, 000, 000 61. 000 
Number basic plans fully applied Es 220. 000 16, 000, 000 15. 400 


During the fiscal year 1957, a total of 122,492 additional farmers and ranchers 
became district cooperators, which increased the cumulative number of coop- 
erators to 1,727,682, as of June 30, 1957. Changes in ownership, death, and 
cancellations caused a loss of 38,876 cooperators during the year, resulting in a 
net increase of 83,616 cumulative cooperators in 1957. Likewise, a total of 92,660 
basie conservation plans were developed in 1957. However, losses such as those 
above resulted in a net increase of only 58,941 basie plans on hand as of June 30, 
1953. 


21491—58—pt. 3 22 
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Basic conservation planning in soil-conservation districts 

As of December 31, 1956, the Soil Conservation Service was cooperating under 
formal agreement with 2,744 conservation districts in the 48 States and in Alaska, 
Hawaii, and the Caribbean area. 

Of the 1,559,667,362 acres total land area in the 2,725 districts to which technical 
assistance was provided as of December 31, 1956, about 1,127 million acres were 
agricultural land on which the Service, in cooperation with districts was author- 
ized to work. This acreage consisted of about 4,686,000 operating farms and 
ranches which is approximately 87 percent of the total land in farms and 91 
percent of the farms and ranches in the United States. 

Basic conservation plans had been prepared with SCS assistance on nearly 
1,139,000 farms and ranches comprising about 318 million acres of agricultural 
land as of December 31, 1956. This was about 24 percent of all the operating 
units in districts and about 28 percent of the agricultural land in districts. Varia- 
tions in these percentages by States and broad geographical areas are shown in 
the table on the following page. 

The Service’s long-term objective recognizes that nationally basic conservation 
plans need a major revision within a 10-year period to keep them up to date. 
The annual workload on these revisions would be about 10 percent of the plans 
on hand for any given year. However, during calendar years 1955 and 1956, the 
reported revisions each year were less than 1 percent of the plans then on hand. 








~ 
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Basic conservation planning in soil-conservation districts by States 


States 


| | 


Northeast: 


| Total soil 
conser- | 
vation 


| districts | conservation 


| 

| as of } 

| Dec. 31, 
1956 


Number 


A 


Dec. 31, 1956 


| 


gricultural Operating) 
land in soil | units in | 
soil con- | 





| 
} 
Connecticut_._. oat 8} 
Delaware | 3} 
Maine. . | 15 
Maryland 23 
Massachusetts_ _. 15 
New Hampshire... 10] 
New Jersey... 12 
New York.-- eal 45) 
Pennsy! vania. 43 
Rhode Island_...-- 3} 
Vermont 13 
Virginia | 29 
West Virginia eoec 14} 
Total * ah 233} 
Southeast: | 
Alabama 2) 
Arkansas 74 
Florida = 58| 
Georgia _ ‘ 27} 
Louisiana 26| 
Mississippi ) 74| 
North Carolina } 37 
South Carolina | 44) 
Tennessee } 53} 
Caribbean | 19 
Total 459} 
Cornbhelt: 
Illinois . | 97} 
RN os ccc aae a 70) 
Iowa a 100} 
Kentucky-_____- | 121| 
Michigan. -. 75 
Minnesota. - - js 72 
Missouri. saat 32 
Ohio 7] 
Wisconsin... . 71 
Sire 
Total__.. = 725 
Great Plains: | 
Colorado.-_--. | 99) 
Kansas... | 105) 
Montana... se 69 
Nebraska- - -. | 87 
New Mexico--. | 61 
North Dakota-......--] 79 
Oklahoma.. 86 
South Dakota | 69 
Texas. ; ase 172 
Wyoming 44 
seek... 871 
West: 
Arizona. 47 
California 130 
Idaho 45 
Nevada... | 33 
Oregon... 53 
Utah.. 48 
Washington_. | 76 
Alaska | 9 
Hawaii... | 15 
Total... 456) 
National total_____-| 2, 744 


districts servation 
districts 

Acres Number | 

2, 554, 700} 36, 690} 

987, 198) 7, 427} 

3, 448, 894) 19, 400) 


4, 695, 752} 
1, 898, 918) 











32, 924) 
22, $82) 









5, 503, 345) 31, 391 
2, 489, 431 25, 039! 
13, 840,215) 107, 733) 
8, 527, 184! 82, 746 

485, OOO 3, 392 

3, 527, 381 19, 093 
21, 084, 929} 138, 468) 
9, 826, 715) 73, 011) 
78, 929, 662 599, 296 
20, 038, 768! 140, 400! 
29, 407,979} 149, 72S} 
24, 713, 694 19, 342 
9, 375 168, 344) 
26, 176,928} 113, 519) 
20, 772,712} 157, 809} 
20, 472, 964) 288, 5C8 
17, 774, 707 118, 014} 
18, 021, 975) 182, 546 
2, 131, 596) 53, 000) 
208, 886, 918) 1, 421, 210 
30, 045,865) 218, 588) 
14, 130, 955) 112, 369) 
34, 264,229) 192, 059) 
20, 532,870) 200, 845) 
19,041,878} 175,056 
23, 436, 184 124, 143} 
9, 206, 722} 61, 738 
20, 660,132} 168, 025) 
22, 781,395} 163, 087) 
194, 100, 240) 1, 415, 890 
26, 918,628} 37, ona! 
50, 557,975] 131, 879! 
54, 180, 994 33, 616) 
47, 922, 976 104, 354| 
42, 276,739} 27, 093) 
40, 247, 249) 65, 258} 
38, 748, 722| 143, 953 
42, 871, 877 61, 242) 
155, 189, 678} 359, 632} 
20, 657, 920 9, 905} 
519, 572,758, 974, 856! 
i 

20, 467, 659 9, 304) 
23, 634, 963 82, 028 
15, 934, 072 29, 525} 
8, 097, 796] 3, 069) 
16, 135,003} 44, 609) 
13, 264, 238 25, 900} 
23, 608, 392) 74, 218 
1, 636, 266 1, 466 

2, 865, 356 4, 453) 
125, 643, 745 572 


1, 127, 133, 323 


274, 
4, 685, 824 


and nationally, 














| 
| 
| Percent | Percent 
Basie conservation | of oper- of agri- 
plans prepared as| ating | cultural 
of Dee, 31, 1956 units land 
planned | planned 
} 
- | | 
Number | Acres 
2, 418 265, 326 6. 6| 10.4 
1, 273 206, 993} 17.1 21.0 
5,200) 1, 051, 442! 26, 8 30. 5 
10,273} 1, 467, 731 32. 1| 31.3 
5, 047 540, 083 22. 1) 28. 4 
3, 480 585, 417] 11.1 10.5 
4,771 526, 531) 19. 1 21.2 
21, 511 2, 811, 028) 20.0 20.3 
15, 091) 1, 720, 870) 18, 2) 20. 2 
854) 102, 644) 25. 2 21.2 
5 337) =: 1, 037, 852) 27. 9] 29. 4 
30, 061 5. 040, 402} 21. 7] 23.9 
24, 384 3, 195, 822) 33. 4) 2. 5 
129, 700} 18, 552, 141) 21.6 23. 5 
46, 768 7, 880, 373} 33. 3) 39.3 
46, 284 9 421, 566 30.9 32.0 
17, 960 6, O80, 918 36. 4) 24.6 
75, 471 14, 234, 786) 44.8 48.5 
24, 568 5, 239, 824 21. 6) 20. 0 
54, 889 9, 829, 278 34. 8] 47.3 
64, 039 6, 617, 697 22. 2} 32.3 
32, 348 , 411, 014} 27. 4) 30. 4 
25, 592 3, 524, 908} 14.0 19. 6 
11, O87 674, 954 20. § 31.7 
399,006) 68, 915, 228 28.1 33. 0 
31,884) 5, 425, 833 14. 6} 18.1 
5, 72 2, 334, 702 14. 0} 16.5 
55% 7, 120, 324 20. 6} 20.8 
92 5, 017, 203) 21.0 24.4 
5 2, 186, 099) 10.0 11.5 
16, 505 3, 043, 397) 13. 3} 13.0 
7, 811 1, 488, 508) 12. 7} 16. 2 
29,684) 4, 138, 800) 17. 7| 20. 0 
20,856} 3,307, 250 12. 8} 14.5 
221, 564) 34, 062, 116) 15. 6) 17.5 
| 
11, 570; + 10, 345, 192) 30. 5) 38.4 
55,421) 16, 876, 957 42. 0} 33. 4 
8, 462) 16, 756, 508} 25. 2 29. 1 
38, 038; 12, 760, 680) 36. 5 26. 6 
9, 760| 22, 333, 540 36. 0| 52.8 
21,171) 12,812, 683) 32.4 31.8 
63,627) 15, 573, 397) 44.2 40.2 
20,914} 10, 959, 646) 34. 1 25. 6 
102, 386} 55, 539, 780) 28. 5} 35.8 
3,389] 4, 276, 323} 34.2 20.7 
334, 738) 178, 234, 706) 34. 3) 34.3 
| 
3, 430 1, 523, 216 36.9 7.4 
19, 479 4, 064, 770 23.7 17.2 
3, 947 1, 636, 197 13. 4 10.3 
1, 281 1, 205, 133} 41.7 14.9 
4, 444 2, 130, 341} 10 13. 2 
7, 145 4, 401, 171) 27.6 33. 2 
13, 521 3, 234, 576 18. 2 13.7 
257 41, 552! 17.5 2.5 
321 256, 902 7.2 9.0 
53, 825) 18, 493, 858 19. 6 14.7 
1, 138, 833) 318, 258, 049 24.3 8. 2 
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Progress in farm and ranch planning 


The table on the following page shows by States the number of districts which 
had from 10 percent and less, to more than 50 percent of their agricultural land 
included in basic conservation plans for farms and ranches. Of the 2,725 districts 
to which assistance in farm and ranch planning had been provided as of December 
31, 1956, more than 50 percent of the agricultural land in 371 districts was covered 
by basic conservation plans, or 13.6 percent of the total districts. Another 1,219 
districts were between 20 and 50 percent planned. The remaining 1,135 districts 
were less than 20 percent planned. The acreage of agricultural land in each of 
the districts, on which these percentage calculations were based, include the public 
and private land on which the Soil Conservation Service is authorized to work 
through memorandums of understandings and other working arrangements. 

Only 133 districts in 26 States had 65 percent or more of the agricultural land 
planned, which was 4.9 percent of the total districts assisted. These were mainly 
small districts with a small number of operating units, or those located in relatively 
level bottom-land areas, or a combination of small irrigated acreages with larger 
grazing areas. Even in the districts with higher percentages of agricultural land 
planned, many smaller operating units remained to be planned. 

In many districts, frequent changes or revisions are made in basic plans already 
prepared to keep them up to date. Changes in ownership, and land use adjust- 
ments for different types of farming, often cause replanning of farms and ranches 
to meet the needs of operators. The Soil Conservation Service provides technical 
help to district cooperators in making such change or revisions in basic plans. 
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Acreage of basic plans related to agricultural land as of Dec. 31, 1956 





Proportion of acreage in basic plans to agricultural land Total num- 
| — = ! ber of soil- 
| conser- 
State | By individual districts ! vation 
10 percent fae a __.__| Morethan| districts 
and less | 50 percent | serviced 
i0.1 to 20 20.1 to 35 35.1 to 50 in 1956 
percent percent percent 
Northeast | 
Connecticut _._._._-- 2 6 |... : 8 
Delaware ‘ 1 | 2 | 3 
Maine 4} 7 2 2 15 
Maryland 3 | 12 5 3 23 
Massachusetts s) 4 7 { 1 15 
New Hampshire - 3 6 1 | 10 
New Jersey- ; ‘a 7} 1 | 2 2 12 
New York 10 12 | 16 | 7 45 
Pennsylvania -.. 11 | 6 | 14 | 1 5 37 
Rhode Island | | OS Bees Jj 3 
Vermont 4 4 | 2 3 13 
Virginia 7 4 13 4 l 29 
West Virginia 2 6 5 1 14 
Total 33 | 59 85 32 18 227 
Southeast 
Alabama. _. ; 7 = 3 | 8 1 12 
Arkansas - -- 7 7 11 24 | 22 10 74 
Florida. _. : 4 18 | 17 | 8 7 9 
Georgia 2 | 4 | S 13 27 
Louisiana-_. 4 3 11 10 2 26 
Mississippi - -- sate 2 | 22 16 34 74 
North Carolina 10 7 | 4 | 1 37 
South Carolina... ea 6 | 23 13 2 44 
Tennessee nad 51 | 5 11 10 11 88 
Caribbean -. ; oe, 16 1 2 19 
Total ; 80 | 62 134 103 81 460 
Corn Belt | 
Illinois ‘ 12 48 32 £\. 1 97 
Indiana 22 24 14 7 2 i9 
Iowa 11 36 | 49 3 l 100 
Kentucky 14 31 43 28 5 121 
Michigan 29 28 ll 5 2 75 
Minnesota. 32 16 14 Hy 4 71 
Missouri... 4 21-| 7 32 
Ohio : 9 | 36 | 39 3 87 
Wisconsin 3 21 13 3 67 
Total 163 261 222 58 15 719 
Great Plains: 
Colorado.... 14 11 24 17 33 99 
Kansas 5 | 14 40 30 16 105 
Montana. -. oe 11 12 15 15 16 69 
Nebraska seakh 1 24 34 20 8 87 
New Mexico : 3 5 7 9 37 ( 
North Dakota. 4 11 | 25 25 14 79 
Oklahoma ja sone 1 3 22 37 23 St 
South Dakota. --- : 17 9 14 | 18 10 68 
Texas 19 | 20 52 44 37 172 
W yoming 10 6 13 7 8 4 
Total <= 85 115 | 246 222 202 870 
West 
Arizona 16 6 | 8 | & 9 47 
California. ‘ 55 22 21 | 13 18 129 
Idaho 28 | 6 7 | l 42 
Nevada ajar’ 13 5 ( 2 7 233 
Oregon _-_. 25 ll 7 4 t L 
Utah t 5 11 | 9 12 ll 48 
Washington... 33 20 ll 7 $ 75 
Alaska x 1 wa wie 2 9 
Hawaii_--. ; 10 2 l 2 15 
Total. bade as 193 S4 70 47 5 449 
Corame total... ......<. 554 581 757 462 371 2, 725 
Percentage-.. oi 20. 3 21.3 27.8 17.0 13. 6 


1 Includes all public and private land on which the Soil Conservation Service is authorized to work—i. e., 
the cropland, grassland, woodland, wildlife, and other land used for agricultural purposes within the 
boundaries of soil-conservation districts. 
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Major practices applied on farms and ranches of soil conservation district coop- 
erators, ACP participants, and other landowners assisted 














Type of practices Unit 1957 actual 1958 estimate | 1959 estimate 

ee a eentninmeimanneene ars 2, 660, 044 2, 600, 000 2, 500, 000 
Cover MOAN cies 0k <2. Rbieiiese coun ecg neigs ‘i 4, 110, 385 4, 300, 000 4, 500, 000 
SS oon cs coekknieasa sine cinch nial = See 896, 016 900, 000 920, 000 
I a chee Ie een Sean 2, 161, 368 2, 400, 000 2, 600, 000 
Proper range use._....-.-_- So Se ee sok ose etaccia 27, 163, 382 28, 500, 000 30, 000, 000 
> 2.) - ae <ate arent aba. 2, 834, 046 2, 850, 000 2, 900, 000 
I le eo nniceueunhcnnmavion shcenOd ceed 597, 381 600, 000 610, 000 
Tree planting _--_ Satie citanee we eecuebienaane sO siete 472, 435 500, 000 520, 000 
Windbreak planting_ eee PRIN REA) ee 1, 965 2, 000 2, 100 
Wildlife area improvement scieece-atibetinweaean i Laas 426, 580 | 420, 000 410, 000 
ES Rone eats nccken ce adc tends maaiien eee 50, 937 50, 000 | 50, 000 
Diversion construction ae ee re ‘htirieed ae 6, 000 6, 200 6, 300 
Pond construction._........__- SS ae 81, 178 82, 000 | 83, 000 
Waterway development-_-___. sca eS feet | 81, 359 82, 000 | 82, 500 
Irrigation reservoirs __ <cwunsd Deas -| 3, 679 3, 700 | 3, 750 
Sprinkler irrigation systems.__..........._.____| MR se 8 5, 124 5, 500 | 6, 000 
Improved water application.........._.___- | Acres._...- -| 1, 410, 890 1, 350, 000 | 1, 300, 000 
——— water management... | ..do_. 595, 342 580, 000 | 575, 000 
wand leveling --. a satis ci ; | .do Pa 581, 245 590, 000 600, 000 
Farm drainage....-_._--___- aA a 1, 301, 445 1, 200,000 | 1, 100, 000 
Open drains.......- i lice acai pcaenvavh EE n case | 16, 255 | 15, 000 | 14, 000 
Closed drains ----._- ee sae Ds 60 19, 767 20, 000 | 21, 000 
iame Gearing ........-...... ; nccniicns ay ON 5 Bc ae 513, 288 500, 000 490, 000 

' 








More than a hundred different practices and measures are used in the local 
programs of conservation districts varying from place to place according to differ- 
ent needs of the land. The above-listed practices represent those most commonly 
used throughout the country. 

These data for 1957 and the estimates for 1958 and 1959 include quantities of 
the listed practices applied with Soil Conservation Service technical assistance in 
soil-conservation districts. Such assistance was financed mainly with “‘Conser- 
vation operations’’ funds; about 15 percent with funds advanced from the item 
“Agricultural conservation program” under the 5-percent transfer provision con- 
tained in the annual appropriation act; and about 4 percent from various non- 
Federal sources. 


Group jobs on which technical assistance provided 








- 
1957. | Totalasof| 1958 | 1959 
Items | actual | June 30, estimate | estimate 
| C 57 | 
| | 19! | 
Watershed work plans: | 
Number-_--- kbobon ommend 138 | 539 | 120 100 
Acres -__. ----| 8, 427, 340 | 29, 275,247 | 7, 200, 000 6, 000, 000 
Group drainage jobs: | 
Number--_. . te 2, 398 | 14, 607 2, 350 | 2, 300 
Acres__- 2, 950, 850 | 11, 026, 601 2, 820, 000 2, 760, 000 
Group irrigation jobs: | | i 
Number-.--.- Sade ‘ csounans 1,079 | 2, 644 1, 130 1, 200 
Acres... ‘ 2,052,994 | 3,548,738 | 2,140,000 2, 280, 000 








The downward trend in the number of group job plans for watershed work 
under the ‘‘Conservation operations’? appropriation is expected because of the 
increase in the number of applications for watershed projects under Public Law 
566, 83d Congress. The group drainage and irrigation jobs shown for 1957 and 
estimated for 1958 and 1959 include those on which SCS technical assistance 
was, or is expected to be, provided during each year. 


Major practices applied on group jobs 


| 


: ion etiies 
Type of practice Unit 1957 actual | 1958 esti- 1959 esti- 


| mate mate 
oe as Oa | 1, 304 | 1, 200 1, 200 
Ditch and canal excavation - -.-------.--------- |\Cubie yards... | 11,829,073 | 10,885,000 | 10,885,000 
Spoil-bank leveling---_.-.---- Shao do.....-.------| 5,019,013 | 5,000,000 | 4,900,000 


Channel improvement .-.-.............-..--.... Linear feet_....-.. | 347, 012 400, 000 | 450, 000 


' 
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Conservation ranching protects land and helps maintain income during drought 


Conservation ranching has protected the land against wind erosion during 
the recent severe drought in the southern plains. In addition, ranchers with 
established conservation plans have not been subject to the drastie reduction in 
net income experienced by a large number of ranchers in the heart of the drought 
area. 

Precipitation in much of southwestern Texas was less than half of normal during 
the 1952-56 period. With the exception of 1949, rainfall was markedly deficient 
in most of the area since 1946. A rancher in the Trans-Pecos area, who adopted 
a conservation plan for his ranch in the early forties, has realized a net profit in 
all but 1 year during the drought period. The plant cover has been adequate to 
protect the land against wind erosion. Conservation practices responsible for 
sustaining livestock and grass production included adjustments in degree of use 
to current forage supplies, rotation-deferred grazing, brush control, and a limited 
amount of supplemental feeding. 

In the lower Edwards Plateau area of west Texas, a rancher, who has diligently 
followed conservation ranching principles since 1940, has successfully weathered 
the drought. Not only has he been able to maintain an adequate cover to pro- 
tect the land, but also to maintain high livestock production levels with a minimum 
of purchased feed. Calf crops have averaged over 90 percent, lamb crops from 
100 to 120 percent, and sale weights have been comparable to predrought levels. 
Purchase of supplemental feed was not materially increased during the drought 
period. Principal conservation practices used to maintain these production 
levels included timely adjustments in degree-of-use, deferred grazing, and brush 
control. 

The Nation is acutely aware of the devastating effects of the drought in terms 
of damaged lands, reduced income, and drought-relief expenditures. Numerous 
field observations in the severe drought-stricken area indicate that rangelands 
on which conservation ranching has been conscientiously applied have not suffered 
wind-erosion damage. While some livestock operations have suffered severe 
financial losses, and in some cases operations have been liquidated, ranchers fol- 
lowing sound conservation principles have been able to withstand the devastating 
effects of drought. In addition, they are in better position to realize the benefits 
of additional moisture when the drought is broken, 


Improvement in terracing 


Considerable progress has been made in the improvement of terraces to better 
adapt the practice to mechanized farming. The objective in this effort is to 
plan and construct terrace systems having a minimum number of point rows or 
short rows in the interval between terraces. Such rows are difficult to farm with 
tractors. Many farmers have refused to use terraces where they were needed 
or have plowed down existing terraces rather than attempt to operate their tractor 
equipment on irregular terrace intervals. 

It has been found that by a thorough study of the topography, slope, drainage 
pattern and soils of a field it is often possible to design a terrace system in which 
many of the terraces are parallel. Where they can be made parallel they offer 
no impediment to tractor farming. A little more technical time is required to 
plan such a system. However, this extra time required of the technician is of 
little consequence when compared to the time it saves for the farmer as he works 
his terraced fields year after year. Furthermore, this saving of time and expense 
for the farmer contributes to a widening of the margin between cost of production 
and the market value of his crops. 


Grass and legumes make the corn country 


Grass and legumes have long been recognized as an important crop in rotations 
to furnish feed for livestock, save soil, and improve soil productivity. Even 
with the rapid advances made in cultural and management measures, and im- 
provement in farm equipment, grasses and legumes continue to play an important 
role in the cropping systems and the conservation of soil and water. 

The Lake Plain of northwestern Ohio is typical of much of the Corn Belt 
where continuous corn dropping has been very common with a very little of the 
land being used for rotation hay. During the past 6 years there has been a sub- 
stantial increase in the number of farmers who have been profitably interseeding 
their corn fields at the last cultivation with ryegrass, tall fescue or other fast-grow- 
ing grasses and clovers. This grass has reduced splash erosion and surface 
sealing thus increasing infiltration, added organic material and improved tilth. 
Many farmers have reported that the grass has helped to use excess moisture in 
the spring and fall, thus benefiting cropland preparation, and harvesting 
operations. 
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Farm woodlands profitable 

There has been an increasing demand on the Service for technical assistance 
in selecting planting sites for reforesting wornout fields and cut-over lands, check- 
ing survival, and in thinning and harvesting operations as farmers realize the 
value of well-managed woodlands. An example of increased interest is in 
Louisiana where soil conservation districts are taking an active part in increasing 
tree plantings and urging better woodland management. The districts consolidate 
orders from cooperators for seedlings and receive bulk shipments from nurseries. 
They deliver the trees to individual farmers and collect for the trees as the planting 
job is done. Through June 30, 1957, farmers in Louisiana cooperating with local 
soil conservation districts had planted 374,490 acres to trees. During the 1955-56 
planting season more than 274 million trees were planted by farmers cooperating 
with local soil conservation districts in the State. This figure includes 12,657,000 
trees purchased through soil conservation districts, 11,206,500 purchased by dis- 
trict cooperators directly from nurseries, and 3,669,400 furnished free to district 
cooperators by various companies, agencies, and others. 

Another example of successful woodland operations is in the Northeast where 
woodland is one of the most valuable renewable resources. A farmer in Cherry 
Plains, N. Y. has logged and sold 150,000 board-feet of hardwood trees from the 
365 acres of woodland in the Berkshire hills. Cull trees cut for firewood heat 2 
houses on this 50-cow dairy farm. Commercial loggers have bought and logged 
another 75,000 board-feet that the farmer did not have time to log himself. 
The woodlands have paid the taxes and insurance on the whole farm every year. 
The farmer has also reforested 25 acres of land suitable only for growing trees 
with Scotch-pine and Douglas-fir in accordance with his conservation plan 
developed with the Rensselaer County Soil Conservation District. He, like 
many other farmers through the Nation has found not only a monetary profit 
from his farm woodlands but also, a valuable game habitat and a natural watershed 
cover. 


Farm equipment industry emphasizes conservation 


The Service has worked continuously with manufacturers and retailers of 
farm equipment to promote a better understanding of the value of soil and 
water conservation to the farm-equipment industry. These activities have 
brought about the development of conservation equipment which has definitely 
been of assistance in the establishment of sound conservation measures on the 
farm and ranch lands of the country. Emphasis has been placed on the fact 
that conservation farming makes better customers of those farm operators who 
follow conservation practices. This has resulted in a coordinated effort by 
both the manufacturers and farm-equipment retailers to learn the kinds of 
practices which are most beneficial to their customers. Putting this knowledge 
to use enables the industry to produce and supply the equipment best suited to 
the changing needs of conservation farmers. 

The Farm Equipment Institute with the advice and consultation of the Service 
has recently completed work on a colored filmstrip Partners in Profit. It is 
intended to show dealers the value of maintaining close working relationships 
with soil conservation district supervisors. The filmstrip further outlines 
methods by which dealers and supervisors can most effectively establish and 
maintain a mutually desirable partnership. It was produced by the manufac- 
turers as a part of the industrywide dealer district program to help the retail 
merchants who serve farm operators become an active part of the local soil 
conservation district activities. The dealer benefits from such a program 
because it enables him to better determine both the current needs of his customer 
and to learn when new practices are to be introduced which change the kind 
of equipment needed in the community. The district benefits because it acquires 
local merchants as partners for conservation land treatment who are in constant 
contact with district cooperators. These merchants are in an excellent position 
to assist their customers in the application of the conservation tillage, seeding, 
and construction practices by supplying equipment specifically adapted to new 
requirements. 

Snow surveys and water supply forecasting 

Water use has expanded so greatly in the United States during the past quarter 
century that demands for water in many places now exceeds the readily available 
supply. This has created a recognized need for better management of the supply. 
Forecasts of the amount and distribution of streamflow is an acknowledged 
tool to improve water management. The Service, in cooperation with many 
Federal, State, and local agencies and with private enterprises, conducts snow 
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surveys and makes water supply forecasts in all of the 12 Western States. These 
forecasts are guides to decision and make possible improved water management, 
lessen water waste, reduce production costs, and encourage protective measures 
to be planned and taken in advance of either drought or flood. 

In the winter of 1956-57, snow pack measurements were made on 996 snow 
courses and at 109 soil moisture stations to provide information for 1,344 water 
supply forecasts, benefiting 13,275,000 acres of irrigated farmland. Twenty-four 
local and basinwide water forecasts meetings were conducted by Service profes- 
sional personnel. Advance information was made available to 377 soil con- 
servation districts on prospective water supply. There were 816 part-time snow 
surveyors participating in collecting this information. Emphasis on safety 
training in this hazardous work continued. Special tests of shortwave mobile 
radios were made to facilitate equipping Ooversnow equipment with such radios for 
safety of operators and for expediting results of the snow surveys to the water 
users. 

The snow surveys provided information which was used by farmers and ranchers 
throughout the West to prepare cropping plans based on the estimated seasonal 
water supply from the snow pack. The information was used also by Federal 
agencies, power companies, and other water users to anticipate flow stages and in 
reservoir storage regulation and operation plans. Service dita and interpretations 
were made available to the farmers and the general publie through the customary 
series of monthly Service bulletins issued at intervals between January 1 and 
May 1; through newspapers, television, and radio mediums and by widest 
possible use of numerous farm and trade journals, 

An example of use by agriculture of this information has come from an economic 
study made on the Salmon Falls tract of the Twin Falls Soil Conservation District 
in Idaho. There are about 70,000 acres of irrigable land in this tract of which 
some 10,000 to 35,000 are actually irrigated each year, depending upon the 


water supply. Farmers were planning for about 25,000 acres of crops before 
streamflow forecasts based on snow surveys were available. After their annua 


meeting the Twin Falls Soil Conservation District board recommended that 
reductions be made and the farmers revised their plans downward to about 
12.000 acres because of the short water supply 
Clonservatio needs inventory underway 

The national inventory of soil and water conservation needs was well underway 
in more than half of the Nation’s 3,000 counties during 
At the direction of the Secretary, cight departmental agencies are assigned 





inventory responsibilities under leadership of the Soil Conservation Service 
Other Federal, State, and local agencies are participating. Based upot itistical 
sampling and analyses, estimates of the nature, location, and extent of our soil, 
water, and plant resource problems are scheduled for completion by counti l 
State efore J 1, 1960. 

The vento able the Department and others to make reasonable 
estimates of the kind and urgeney of the actions needed for efficient programing, 
research, administration, legislation, and other purposes. It will provide basic 
facts about our soils and their water and plant relationships, expected cl si 
land us nd the amount and kind of treatment needed by problem area An 
inventory of watershed problems which require project action of the natur 
possible under the watershed protection and flood prevention is also being included. 

Soil surveys are being made of 100-acre samples in the Eastern States and 
160-acre samples in the Midwest and Western States as a basis for the inventory. 
Arrangements have been made with Iowa State Coll , Cornell University, and 
Texas A & M Coll ge to complete drawing the samples for all States and Terri- 
tories. Statistical analyses of these data will be performed in the laboratori f 


these institutions 
Rural- han proble? S 

Expanding industry, more and wider rights-of-way for roads and airports, 
rmland 


outdoor theaters, and suburban developments are encroaching on good fa 
In recent years there has been a greater movement of urban people to country 


property. Some suburbanites are interested in getting agricultural production 
from the land while others are simply interested in establishing a home or in using 


the land primarily for recreation. On the other hand, many farmers are getting 
jobs in the cities and are adding to the already large number of part-time farmers 
This complex of problems that arise from-the intermingling of urban and rural 


interests, has come to be known as problems of “rurbanism 
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“Rurbanism” and part-time farming have become problems in more than half 
of all the soil conservation districts in the country. About 80 districts in the 
populous northeastern seaboard and near large industrial centers in the Midwest, 
South, and Southwest, and on the Pacific coast, are losing good farmland at an 
alarming rate. More than 80 percent of the cooperators in several soil conserva- 
tion districts in Massachusetts and Connecticut are landowners not interested in 
producing agricultural products for market. 

There are numerous and difficult problems associated with the development of 
land for these more intensive uses than the production of agricultural products. 
These are normal and necessary developments that need the best guidance avail- 
able. Land covered by highways, airports, military installation, factories, homes, 
and other structures present many problems in soil and water management 
including loss of water supplies, increased flood hazards, pollution, sedimentation, 
and increased erosion damage. Technical resources of the Service are being 
requested in ever-increasing amounts to work on these problems. 

A study of this problem is underway, with a view to determining the effects of 
this movement on conservation accomplishments and to developing the best ways 
the Soil Conservation Service can help meet the conservation needs of these lands. 
Some of the questions needing further study are: What technical reeommenda- 
tions need changing for land not producing agricultural products for market? 
Are zoning, protective covenants, regulations, and ordinances needed to protect 
the remaining good agricultural land? Can practical watershed protection and 
flood prevention projects be developed in ‘‘rurban’”’ areas? How do people in this 
rural-urban zone fit in with soil conservation districts, and how are they to be 
presented? Does the general public understand the nature and importance of this 
problem? 


Current plant materials activity 


Plant materials have a very important role in the conservation program. New 
problems arise constantly in connection with the installation of vegetative erosion 
and water-control measures which require new or adapted conservation plant 
materials or cultural practices. Potentially promising plant materials are located 
and established in seed increase plots at 17 strategically located plant materials 
centers. At these centers and in field-seale trial plantings on the farms and ranches 
of soil conservation district cooperators these plant materials are tested under 
different cultural and management practices. These plantings are observed and 
evaluated to determine their effectiveness in soil and water conservation work 
and usefulness as crops under varying soil, moisture, and climatic conditions. 
Finally, small amounts of seed are made available to seed growers, usually in 
cooperation with State seed improvement associations, for seed increase and large- 
scale production and distribution through regular commercial channels. 

The widespread use of many of the conservation practices needed to solve land 
use and soil and water control problems is dependent upon the availability to the 
landowners and operators of appropriate plant materials. For example, a useful 
vegetative cover was needed for salty and alkali soils in the Western States. 
Tall wheatgrass and payette lotus, a narrow leaf birdsfoot trefoil, were selected 
and developed at the Pullman, Wash. Plant Material Center. Farmers and ranch- 
ers in the West are now producing good quality feed and forage from thousands 
of acres of formerly almost useless lands. In the New England States, wichura 
rose was found to be suitable for covering bare clay slopes. Latar orchardgrass, 
a leafy, productive, late maturing, winter-hardy type was selected and developed 
to fill the need for a grass companion for alfalfa on irrigated cropland in the 
Northwest to better control erosion and improve the soil. 

In the Southeast ball clover, a reseeding winter legume for use with grass sod, 
has been found productive and persistent under severe use, poor soil and unfavor- 
able weather conditions. Wild peanut and leucaena glauca, palatable legumes 
for livestock grazing, and switchgrass, torpedograss and Bermuda-grass strains 
to stabilize sand-dune areas of the coast were tested and are also being widely 
used in the same area. 

Waterways in the Corn Belt are improved by the use of switchgrass in droughty 
sites and reed foxtail and birdsfoot trefoil in wet sites. These grasses were se- 
lected for use in place of less suitable species as result of testing and field trials 
under this program. Successful methods of seed production of useful native 
grasses, establishment of new grass seedings under difficult conditions, and har- 
vesting high-quality native grass seeds at moderate cost have been developed to 
solve a number of troublesome problems in the Great Plains and in the Southwest. 








Plant materials centers 


Five additional plant materials centers were established during the year with 
increases made in 1957 appropriation for this purpose. These new plant materials 
centers are located in Arcadia, Fla., where plants will be tested under tropical 
and subtropical conditions in the States and the Caribbean Islands; at Lansing, 
Mich., for northern Corn Belt conditions; at Los Lunas, N. Mex., for the arid 
Southwest; at Corvallis, Oreg., for several special conservation problems in the 
Northwest; and at Maui Island, Hawaii, for the soil and climatic conditions 
peculiar to the Hawaiian Islands. 

The plant materials work of the Service is conducted cooperatively with State 
and Federal agencies. They are located in agricultural areas where they will best 
serve the needs of the conservation program. Eight of the centers are operated 
under cooperative agreements by qualified State agencies and nine are operated 
by the Service. The location and operation of the plant materials centers is 
described in the following table: 

Location of center 
Tueson, Ariz- ad ‘ 5 . Arizona State 
Station. 
_..-. Soil Conservation Service. 
University of Georgia. 
_. Soil Conservation Service. 


Operated by— 

Agricultural Experiment 
Pleasanton, Calif. 
Americus, Ga 
Aberdeen, Idaho_- 


Manhattan, Kans 1 ; . _ Kansas State College. 

Elsberry, Mo : : ze Soil Conservation Service. 

Big Flats, N. Y — _. Alfred University. 

Scottsbluff, Nebr __- _...... Nebraska State Agricultural Experi- 
ment Station. 

Bismarck, N. Dak_- ‘ 4 _ North Dakota Association of Soil 
Conservation Districts. 

Spur, Tex- 2rd _. Texas State Agricultural Experiment 


Station. 
Pullman, Wash___--- ______........ Soil Conservation Service. 
Beltsville, Md_ _ Soil Conservation Service (as national 
plant materials center). 


Arcadia, Fla.! Soil Conservation Service. 


Lansing, Mich.! . ie Do. 
Los Lunas, N. Mex.!_ aie : _ New Mexico Agricultural Experiment 


Station. 
Corvallis, Oreg.! : ___.__..__ Soil Conservation Service. 
Maui Island, Hawaii !__- : sy Do. 


i Established during fiscal year 1957. 


Mr. Wuirren. I notice a reduction of $81,000 due to a transfer to 
General Services Administration, and a reduction in soil-conservation 
appropriations of $184,000 as against the amount appropriated last 
year. However, it is my information that last year you did freeze 
that amount of money from last year’s appropriation. So in effect 
the 1959 request is the same amount of money you will spend this 
year; is that correct? 

Mr. Witu1aMs. That is correct, $184,000 is the amount of savings 
put in budget reserve from our conservation operations item. 

Mr. Wuirten. Mr. Peterson, in connection with this budget there 
are a number of things that disturb me. The Congress just increased 
the acreage-reserve program. It felt that the Government had a com- 
mitment to all those folks who tried to sign up under the acreage- 
reserve program, since the law said every farmer was entitled to 
fair and equitable opportunity to participate. That program is go- 
ing to cost us about $750 million. I think everybody who voted for 
it apologized. I know I did. 

Then we have the conservation reserve. While some of my col- 
leagues here very strongly supported a conservation-reserve program, 
it is my opinion from having studied our investigators’ reports as to 
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what is really happening, that this program is far removed from 
what my colleagues have sponsored and what they would prefer. 

My point is, even though that program may be sound in the view 
of many people, I deplore reductions in regular programs which for 
years have proven themselves and have resulted in great progress in 
the field of conservation. Yet, at the same time they are cut down, 
we see large increases in the budget for programs that are certainly 
not as sound and certainly have not proven themselves as of this date. 


NEW SOIL CONSERVATION DISTRICTS 


I would like to know in connection with soil-conservation opera- 
tions, if this committee goes along with the budget on the SCS ap- 
propriation, would that include any money for personnel for new 
conservation districts ? 

Mr. Prererson. Obviously it would not, Mr. Chairman. The only 
way new conservation districts could be given any service would be 
to spread more thin the service given to existing districts. 


WATERSHED PROGRAMS 


Mr. Wuirren. Then we turn to the watershed programs. I notice 
that the budget would recapture all the carryover funds that you have 
in that field. What does the basic law providel Does it provide for 
the carryover of funds? 

Mr. Pererson. The basic law provides that appropriated funds, as 

understand it, will carry over from year to year and be available 
until expended. 

Mr. Wuirren. In writing that law, would it not be your judgment 
that it came from the realization that by a carryover of funds this 
work could proceed more expeditiously and perhaps more econom- 
ically ? 

Mr. Pererson. I think experience within the Government in other 
agencies where related-type construction is going on will indicate 
that their experience rating over a period of years has demonstrated 
that roughly 16 percent of their funds are carried over from year 
to year. We have not had enough experience with Public Law 566 
to tell us with assurance as to what. the carryover should be. But 
because the initiation of a project is related to the negotiations that 
precede the initiation of the project with the local sponsors, it is most 
helpful to have available carryover funds to carry forward the work 
in an orderly manner. 

Mr. Wurrren. One of the problems we have in Government, and 
one of the problems the Department has, and one of the places I differ 
with the Secretary, is that we try to deal with agriculture as something 
penne and apart and use many other things as a reason to curtail 
what I believe are worthwhile activities of the Department. I sub- 
scribe to the very splendid statement you presented to this committee 
as well as that presented by Mr. Williams. However, notwithstand- 
ing the soundness of carrying over reasonable reserves in this water- 
shed program, the same budget which would take away the $11 million 
in carryover funds recommends $173 million for public-works projects 
in many foreign countries. 
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The President has in recent news releases intimated that, in view 
of the present recession, that the administration was going to give 
attention to speeding up ‘public works. The original budge +t provides 
for no new starts with regard to flood control or that type of thing 
in the United States. It does have these projects in 37 foreign coun- 
tries, I believe it is. 

Following the President’s announcement, the chairman of the Ap- 
propriations Committee has deferred the hearings of the Subcommit- 
tee on Public Works until the Bureau of the Budget sends down esti- 
mates as to what public works in the continental United States may 
ke approved. 

In view of those facts, it makes it difficult for me to see the soundness 
of the curtailment of activities in the Soil Conservation Service that 
we find in this budget. I mention it so that the record will show my 
own thinking. Of course, the other members of the committee will 
speak for themselves. 

Going to the watershed program, that program is handled in this 
way, as I understand it. Local organizations make an effort to get 
approval by the Department of a local watershed project. They ini- 
tiate it. They have to organize. They have to counsel with you and 
folks in the Department. Then there is an agreement between the 
Department and that watershed group as to a sharing of costs. 

I ask you this. If you don’t have any carryover of funds and all 
your funds are committed to existing projects, you would not be in 
shape, as I understand it, to enter into a single agreement with any 
new group unless you had the money in hand. Is that right? You 
could not commit yourself to contribute to a program unless you had 
the money, could you? 

Mr. Prererson. That is correct. We could not undertake a project 
by the execution of a financial agreement between the Secretary and 
the local organizations and transmit that agreement, if it was of 
size that so required, to the Congress for approval unless we had the 
funds available to initiate the project. 

Mr. Wuirren. You can readily see how you would retard the ex- 
pansion of this progr: am to new projects, though the law gives each 
section of the country the right to initiate proje cts. 

Mr. Pererson. That is right. The budget, as constructed, envisions 
60 new starts within fiscal year 1959 for which the budget is presented. 
However, if all of the funds within the 1959 budget were committed 
within 1959, it is likely, in my judgment, that there would be some 
lapse or timelag in the : approval of additional requests until the next 
fiscal year’s budget was in hand. 

Mr. Wuirren. The point I make is that carryover funds give you 
the final authority to enter into new agreements. In the absence of 
some caryover funds not committed to other projects, you would be 
unable to approve a single new start. 

Mr. Pererson. I think the problem that would result if there were 
no carryover funds is in the lapse of time between the approval of a 
project and the availability of funds in an ensuing year’s budget. In 
other words, the approval of projects would come to a stop at some 
point, until the next fiscal year’s appropriation had been made and was 
available for obligation. 
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Mr. Wuirren. I notice in his statement Mr. Williams points out the 
tremendous benefits that have resulted to certain sections of the 
country which had the misfortune to have floods. In other words, by 
reason of watershed treatment which had been done, the effects of 
floods out in the Midwest were negligible; whereas, in the remaining 
part of that river basin where you had not been able to do this 
watershed-protection work, damage was tremendous. It is estimated 
in his statement, as I recall it, that, had we had that work done in the 
remainder of these districts, it would have resulted in 71 percent 
savings as against the damage which was done. In other words, about 
a million dollars’ worth of damage. If you had been able to have 
poe eeded fast enough to have the whole watershed treated, about 

$710,000 would have been saved by reason of those 1 or 2 floods. Is 
that approximately right? 

Mr. Wits. That is correct. That referred to the Washita 
watershed in Oklahoma. 

Mr. Wurrrten. I realize you have to justify the budget under the 
rule of procedure, unless you are asked questions, and I want to know 
your sincere belief, so I am asking the question. In view of that 
striking example of the benefits of this watershed-treatment program, 
can you see any basis how the committee could feel that to retard this 
program could in any way save money or in any way help the 
program ? 

Mr. Pererson. Mr. Chairman, the answer, of course, to your ques- 
tion is “No.” As I attempted to say in my statement, the budget before 
you had been maximized within the total of the funds available to 
the Department for distribution to the various functions which it is 
required under law to perform. 

I stated, further, and I restate that it is a matter of judgment as 
to how those funds are distributed. There can be no question in my 
mind from the experience we have had up to this time that the small- 
watershed program is a most desirable program and represents an 
investment in America. 

There is another aspect to the benefits that accrued in those water- 
sheds where the work had been done other than the prevention of 
flood damage to which you have made reference. That is that meas- 
urements taken of moisture penetration on the lands where treatment 
had been established indicate a very much greater degree of water 
penetration and water holding than on those watersheds where land 
treatment had not occurred. 

That has significance in relation to the efficient use of that land 
by the farmers, the owners, and is related to their ability to continue 
producing from those lands in subsequent years. In much of the 
area of the Plains, particularly, moisture is a very important aspect 
of continuing agricultural production and economic stability in the 
whole area. 

Where the land treatment has occurred and where maximum ad- 

vantage is taken of the precipitation that does fall, and it is held in 
the land, there is an economic benefit to the farmer much greater 
than where that land treatment has not taken place. 

Moreover, there is a protection of that land from physical damage 
which, in the aggregate, we think is quite important. In fact, it is 
a part of our whole purpose in conservation work to help landowners 
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to treat and manage their land so that they can use it to its maximum 
capability and treat it in accordance with its needs. 
I think in addition to the flood-damage protection this aspect of 
the small-watershed program is particularly important. 


FLOOD CONTROL PUBLIC WORKS 


Mr. Wuitrren. I appreciate your statement. Going back, I have 
always felt the bigger the national debt and the more our international 
obligations, the more imperative it was that we have a strong country 
behind that situation. Personally, I have felt that the public in- 
vestment in public-works projects and flood control is not wasted 
when in the final analysis it improves the country, adds to the econ- 
omy, and increases the inheritance that we leave to our children. 
I have always believed in that. 

Yet when we see the President and the Chairman of the Appro- 
priations Committee issuing statements to the effect that we should 
now give consideration, in spite of the budget’s not providing any 
money, to new public-works projects in the field of flood control 
by the Corps of Engineers and various other public works of similar 
nature, it makes me wonder if this committee would be wise, at the 
same time those things are going on, to go along with taking away all 
your reserves so there » would be no W ay for you to get out and encourage 
local groups to get busy and put up their half of the money to do work 
on the entire watershed. 

It strikes me that, in view of present developments, we would be 
most unwise on this committee if we went along with this original 
budget prepared last fall. Particularly do I point out that even the 
original budget provides for these public-works projects in foreign 
countries at United States expense, $173 million worth. 


POSSIBLE ACCELERATION OF WATERSHED PROGRAM 


Mr. Pererson. If any acceleration of the public-works-type projects 
is undertaken beyond what the budget which was presented by the 
President to the Congress proposes, I would be most hopeful that 
similar recognition would be given to the validity of the small-water- 
shed program. It could also be included in any such acceleration. 

Mr. Wurrren. We had this whole operation investigated during the 
fall. I always use the word “investigated” because that is the word 
we are in the habit of using. Actually it is an inspection, not to re- 
turn indictments or anything, but to keep current with what is hap- 
pening. 

The one thing that stands out in our investigators’ report is this 
fact: By reason of appropriations being held tight i in some years, the 
rate of progress has been greatly ret tarded in the 11 original water- 
sheds and we are years behind the rate of progress originally en- 
visioned. 

Kach time we have delayed it; whether it was a budget refusal to 
approve the money or failure of Congress to provide it, in every in- 
stance the costs have increased to the Government as against what it 
would have cost if we had moved more rapidly. 

Mr. Prrerson. The facts support your statement. On my part, we 
both welcome and encourage your inspections or investigations, how- 





eascin nape ne arses 





1540 


ever you choose to term it, because an understanding by the commit- 
tee which results from that type of effort I think is most helpful in 
appraising the recommendations that we make to you and on your 
part in formulating judgments with respect to them. 

The 11 authorized watersheds, as I have said to you repeatedly, in 
my judgment need to be moved forward just as r: apidly as local peo- 
ple are ready and willing to undertake their work. 

In that connection we have within the present budgetary frame- 
work an opportunity to move some watersheds faster than others. I 
believe we have discussed previously the question of transferring 
funds you have made available for individual watersheds to others 
of the authorized watersheds in some particular circumstances. 

At present, for example, in your State of Mississippi, as between 
the Yazoo and Little Tallahatchee, we believe we could accelerate the 
work in the Yazoo by making a transfer of some $59,000 from 1 to the 
other. We believe we could transfer some funds from the Los Angeles 
River watershed to the Washita and profitably advance the work on 
the basis of the fact that local people in one are ready to proceed 
faster than in the other. 

We have hesitated to make a recommendation that such action be 
taken, knowing that you have appropriated money and distributed 
it among these watersheds on the basis of your expectations and our 
representation to you of what would be done. But there is a problem 
of the flexibility in the use of funds as between the w atersheds to ac- 
complish what we understand to be your objective and our objective 
of moving the total work forward as rapidly as possible. 

Mr. Wuirren. I am glad to have your statement on that. I might 
review for the record the basis on which the committee has taken its 
position heretofore. 

At one time there was very little interest in the Congress generally 
in these 11 authorized wate .rsheds. Much of my area was feeling the 
ill effects of four big reservoirs built by the Corps of Engineers under 
legislation passed before I came here. 

When I eee o Congress I made a determined effort as an individ- 
ual Member of cu ongress to arenes funds to proc eed because, when 
these four re ‘oirs were authorized, the peonle above those dams 
were gaaitied ihe legislation itself that the Government would do 
this work in the watershed area to equalize somewhat what was being 
done to the peop let yy building these reservoirs and pooling the water. 

I managed to do that: and, to be frank with vou, my district, whic h 
was in that fix, was used as an illustration. The Government had an 
obligation under basic law; the Government built these dams over 
local opposition. Yet, when we got the money through the Congress, 
the man who headed the Soil Conservation Service at Spartanburg, 
S. C., took the money and used it in a completely different area over 
my objection, It was after that we began to write a prohibition 
against the movement of money from one district to another. 

I mention that to show you that there was a basis for the com- 
mittee attitude. 

Now we certainly don’t mean to carry that to the point of your not 
best utilizing the frnds that are appropriated. Personally, as long as 
you are on a sound basis and can proceed one place and cannot 


another, I would not want to be responsible for retarding the most 
progress you can make. 
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sy mentioning this hag do not mean that I want favored 
treatment for my area. But, in view of the record at that time, I 
thought i committee was sound in prohibiting transfers. 

Since we agree with your objective and we have confidence in you, 
I would like to ask you if the committee were to go along with, say, a 
7-percent transfer, which is the general provision for departmental 
transfers, would that be substantial enough in your judgment to give 
you a leeway to make the most progress in a given year 4 

If that were done, I think we would want the Department to agree 
to report to us all the transfers actually made. It would probably be 
better for relationships to advise us in advance that you were going 
to, so that we might be kept aware of what actually is going on. 

Mr. Prrerson. Mr. Chairman, let me say first we would not want 
to use funds differently than were appropriated by the Congress with 
the approval of this committee without notice to the committee and 
an understanding with the committee of the basis upon which any 
differing uses were made. 

In reviewing the potential as the SCS sees it, in most of the water- 
sheds, 7 percent would be adequate. In only 1 watershed from which 
a transfer was proposed to be made of the 11, would the 7 percent 
provide a lesser amount of funds than it was thought could be trans- 
ferred effectively at this time. Let me say this: I think a limitation 
of some percentage perhaps not less than 7 and pershaps not more 
than 10 would give a degree of flexibility here so that within the total 
funds available we could move in those watersheds where the local 
people are ready and able and willing to proceed. 

Certainly we would not want to transfer from watershed A, for 
example, to watershed B, if the people in watershed A were ready to 
proceed and use the funds available for watershed A. In no event 
would we want to make any transfers of any kind unless this com- 
mittee were fully apprised of what we were doing, why we were do- 
ing it, and have opportunity to express its views “with respect to the 
transfer unless you give us some of the general authority you suggest 
and in that event we would want to explain prior to using it how we 
propose to use it. 

Mr. Wituiams. Could I add to that statement ? 

Mr. Wurrren. Yes. 

Mr. WituiaMs. Some such flexibility would be highly desirable for 
the most efficient operation of the work. 

Mr. Wuirren. I believe that some flexibility is highly essential in 
this operation. T think the committee generally speaking would agree 
with that. Personally I would be gi: id to go along as long as it was 
not abused. May I say to each of you gentlemen I have no fears 
about its being abused by you or the Department. So I shall urge 
that we give consideration to it. 

In that connection, since the authority is already in law, if this were 
carried in a report would that be sufficient ? 

Mr. Prrerson. I believe it would be. 

Mr. Wurrren. It would not require language, but merely a report 
authorizing it? 

Mr. Peterson. If the committee took cognizance of the desirability 
of such procedure and put language in your report it seems to me that 
would be adequate under the present circumstances. 
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CONSERVATION RESERVE 


Mr. Wuirren. I mention this next point so that the record might 
show why I feel strongly about some of the things in the budget w vith 
regard to the soil conservation program and AC P, which have proved 
their soundness through the years. This conservation reserve idea 
originated with members of our subcommittee. They believe in the 
idea very much. Our inspection of the program shows that the pro- 
gram as it actually operates falls far short of what I have understood 
was espoused by my colleagues. 

At any rate, our investigation, which has been put in the record, 
shows that in numerous cases families and others have divided the 
land out so as to defeat the $5,000 limitation which the Department 
had imposed on any one landowner. 

Looking further into the investigators’ report, we are paying some 
folks to take the lands out of eeeeien at rates where in 3.2 years 
we will be paying as much as the land is worth. According to other 
statements in this report, it would indicate that in some sections of 
the United States we are paying annually a lot more than the land 
has ever produced. 

We have in the present year only 58,000 people participating in 
that program. Insofar as the budget is concerned next year would 
cost. us $450 million, far beyond the whole soil-conservation program 
in 1 year. And the rates paid in some cases equal the value of the 
land in 3.2 years, in other cases would equal more than the land would 
produce or has produced. 

With only 58,000 participants and with these statements here, the 
administration comes up asking for another $125 million for that 
program in the same budget where you want to take away all the 
reserves of the Soil Conservation Service, which means that you would 
have no authority to enter new agreements until you got approval by 
the Congress for additional appropriations of funds. You would 
never be able to come up and propose new work in watershed treat- 
ment based on agreements that you had, because you would not be 
able to make them. I mention that again so that the record may show 
my feelings in this matter. 

I shall not pursue the conservation reserve program further at this 
point, because I realize it is under another division of the Department. 
Again, I am in no way taking issue va the proposals and the desires 
of my colleagues on this committee. I do think, however, that this 
investigator’s report points out that, if this program is to be like 
they supported, lots of changes will be required. That is a matter 
under Mr. McLain. We will go into it further when he is here. 

I would like for you to tell us now, for these major breakdowns in 
your budget requests, what amounts the Department requested of the 
Budget Bureau. 

Mr. Prererson. I will ask Mr. Williams and Mr. Dorny to give that. 

Mr. Wurrren. Can we have that in a table; your request and budget 
amount ? 

Mr. Pererson. Could I make a statement about the soil bank, prior 
to introduction of those figures? 

Mr. Wuirrten. Yes. 

Mr. Pererson. I think the problems to which you make reference 
bear a relationship to what I have tried to say to this committee and 
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elsewhere several times; that we get into difficulty with our soil- 
conservation programs when we incor porate as an integral part of 
those programs certain economic objectives, as we have here. 

I think the Soil Bank—this is a personal judgment; a conservation 
reserve—is a meritorious program. I think it can be made a conser- 
vation program and at the same time accomplish some of the objec- 
tives which its sponsors, Mr. Andersen, Mr. Marshall, had in mind 
when advancing it. 

Mr. AnprrseN. Those objectives were to take good, average, pro- 
ducing lands out of production and see to it at the same time that 
those acres taken out were protected conservationwise. 

Mr. Pererson. If we approach it from that point of view, with 
conservation incidental, we come out with one kind of program. If 
we say we want a conservation program which accomplishes that 
objective which you present, then we approach it from another point 
of view. 

It seems to me that if it is to be a conservation program, achieving 
the objective you have in mind, we must approach it on the basis of 
its contribution to conservation on a property- -by-property, a farm- 
by-farm basis. It need not take out entire farms, nec essarily, to do 
that. We must make up our minds as to whether we are to ap proach 
it with a conservation emphasis or whether we are to approach it 
with a stabilization emphasis. 

Until we do that, I think we will always have some measure of 
difficulty with determining where we are with respect to it. 

Mr. Wurrren. Here is what I would point out. In the budget 
request here from the Department of Agriculture for these programs 
that have gone on through all these years and served millions and 
millions of people, you request a total of $ $121,615,000. This year 
you recommend a reduction to $109,835,000. Yet in this same budget 
you ask $450 million for a program th: at had only 58,000 participants. 
T think it is ridiculous. 

Mr. Pererson. We believe that this program which we are here de- 
fending does serve a large number of people, as you indicate. We 
think it will, over a period of time, serve a still larger number of peo- 
ple directly. We think that, moreover, it serves the entire Nation in- 
directly, perhaps equally, perhaps more. It is a matter of judgment 
as concerns the individual participants. 


ORIGINAL BUDGET FIGURES 


Mr. Wurrren. Do you have the figures as to what the Department 
requested of the Bureau of the Budget ? 

Mr. Wruuiams. Mr. Chairman, the Department estimate submitted 
to the Bureau of the Budget, w ith respect to the different appropria- 
tion items is as follows: Conservation operations, $74,845,000; flood 
prevention, $13,620,000; water conservation and utilization, $335,000; 
Great Plains conservation program, $20,000,000. 

The total of the “Watershed protection” item is $22,200,000, 


Those were the Department’s estimates submitted to the Bureau 
of the Budget. 

Mr. Wuirren. Do you have the total figure? 

Mr. Wintiams. $131 million. 
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PERSONAL SERVICE COSTS 


Mr. Wurrren. As against budget approval of $109,835,000. 

In that connection you have certain within grade promotions, and 
various other increased costs on personnel. 

If the Congress goes along with the budget figure, how much of 
that type of cost woul . you have to absorb in the coming year? 

Mr. Wituiams. Mr. Chairman, that is a little difficult to answer 
exactly. : 

Mr. Wuirren. What is your estimate? 

Mr. Wriutams. As near as I have been able to estimate, with the 
administrative salary increases that are automatic with length of 
service and so on, plus some degree of adjustment in assignments and 
reclassification that takes place ee as well as the increased 
costs of travel, rent and other factors, it might be as much as $3 million 
for conservation operations for 1959 fise al year. 


NEW DISTRICTS IN FISCAL YEARS 1958 AND 1959 


Mr. Wuirten. I believe under the basic law when a district is or- 
ganized it is entitled to its fair share of personnel; is it not? Are 
vou not faced with the necessity of spreading your personnel a little 
thin in order to give some service to a new district ? 

Mr. Witi1aMs. If it were necessary to service a district during a 
given fiscal year, that would be the only way to do 1 

Mr. Wuirtren. That is the way you have done it? 

Mr. Wiuiams. That is correct. 

Mr. Wurrten. In addition to having no money for that, this $3 
million estimate would have to be absorbed. So you would have no 
money to service new districts, and actually you would be required 
to reduce the number of personnel that you would have available to 
carry on the work in the present districts by reason of being forced 
to absorb that $3 million? 

Mr. WituraMs. That is correct. 

Mr. Wuirren. How many new districts did you have in 1958? 

Mr. Witu1ams. A total of 62 for the last fiscal year. A total of 62 
new soil conservation districts were organized. There were some 
consolidations so that the net increase in number of districts, I believe, 
was 49. 

Mr. Wuirren. In the next fiscal year you would have those new 
districts for a full year rather than part of a year? 

Mr. Wuu1ams. That is correct. 

Mr. Wuiren. How many do you contemplate requesting approval 
for in the coming year? 

Mr. Witu1aMs. We estimated at the beginning of this current fiscal 
year there would be 40 new districts organized and I believe that 
funds were provided in the appropriation for fiscal year 1958 on the 
basis of 40 new districts. It appears that at least that many will be 
organized. 

During fiscal year 1959 we have estimated that there would be at 
least 30 new districts organized. 
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Mr. Wuitren. Mr. Williams, I do not mean to get your agency 
crossed up with Mr. McLean’s—but, for the record, under the water- 
shed and flood-prevention progr ams, there are local contributions. It 
is a joint effort in those fields; 1s it not? 

Mr. Witu1aMs. That is correct. 

Mr. Wuirren. In the soil-conservation operation, as I understand 
it, you provide a certain degree of technical assistance to the soil-con- 
servation districts, all leading toward conservation and works of im- 


provement, but in that case none of the treatment costs are paid by 
your agency. 


Mr. Wru1aMs. That is correct. 

Mr. Wurrren. How many new requests did you have in the current 
year with regard to watershed protection? How many were approved 
What is your backlog ? 

Mr. Wut1aMs. In my general statement yesterday, Mr. Chairman, 
I presented figures as of Janu: ary 1. I do have figures here as of the 
ist of March of this year. 

Mr. Wuirren. I would like the totals in the record at this point. 

Mr. Witu1ams. The number of applications which have been re- 
ceived by State agencies in 46 States as of the 1st of January was 1,070 
and of that number, by the Ist of March, from 46 States and Hawaii, 
we had received in Washington 826 applications. We have author- 
ized by March 1, 330 watersheds for planning assistance to local 
organizations. 

Up to the Ist of March, we have completed assistance to the local 
organizations with respect to the preparation of work plans and there 
had been approved for operation, either administratively or through 
action of the Congress, a total of 71 Public Law 566 projects. In ad- 
dition, there are in the Bureau of the Budget or undergoing inter- 
agency review at the present time some 14 additional work plans. 
Thirty-three additional tentative work plans are now being put in 
final state for approval. 

We have a schedule for completion of an additional 51 
plans between March 1 and June 30. 

There have been a total of 49 watershed projects found unfavorable 
or terminated or suspended up to March 1 for which some degree of 
planning assistance has been given which was included in the total 
number of 330. 

[ am not sure, Mr. Chairman, whether that answers all of your 
questions. ; 

Mr. Wurrren. I think that is it. 

What is your estimate as to the new applications that you will have 
next yeal ¢ 

fr. WititaMs. I believe it was 150; is that correct, Mr 

Mr. Brown. Yes, sir. 

Mr. Wuirren. In those 150, unless you have some reserve of funds, 
it would make it difficult for you to approve them; would it not ? 

Mr. Witt1ams. We will of necessity have to limit financial obliga- 
tions, financial agreements with the local organizations within the 


extent of the funds available, appropriated and cleared through the 
i ongerTess., 


tentative 


. Brown? 
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Mr. Wurrren. You just delay that much further the chance to save 
71 cents out of each dollar of ‘damage that resulted in the Washita 
watershed. 

Mr. WiriuiAMs. That is correct. 


PERSON NEL 


Mr. Wuirren. How much personnel do you have now throughout 
your total operation ¢ 

Mr. WitriaMs. I will ask Mr. Dorny to reply co 

Mr. Dorny. At the end of the 1958 fiscal year, we contemplate 
having a total of 17,888 employees on the SCS roe but some of these 
are part-time employees. That would total 15,600 man-years, or full- 
year equivalents. 

Mr. Wuirren. Is that in the present fiscal vear? 

Mr. Dorny. That is in the present fiscal year. 

Mr. Wuirren. What would happen to you if the budget amounts 
are approved in the coming fiscal year? 

Mr. Dorny. There would be a net reduction of about 8 man-years 
in the SCS portion of the budget estimate or about 22 less employees. 
The reduction under the conservation operations item is 20 man- 
years. 

Mr. Wuirren. What is the average number of employees that you 
have for a soil-conservation district ? 

Mr. Dorny. The average out on the firing line right now in soil- 
conservation districts runs 3.36 man-years for each district on the 
average. It is 4.05 per district, considering all employees of the 
Service. 

Mr. Wuirren. You would take some slight reduction in that ? 

Mr. Dorny. Yet; but it averages out about the same per district 
because there are so many districts. We would have to pull about 
120 people from the older districts if we were to provide new dis- 
tricts the average amount of assistance presently being furnished. 


RURAL DEVELOPMENT PROGRAM 


Mr. Wurrren. In this budget we have the Rural Development Pro 
gram. How are those people paid? 

I know the Soil Conservation Service is a partner in that. 

Mr. Witii1aMs. I did not get the question. 

Mr. Warten. Is your agency identified with the rural development 
program or does it parte ipate ? 

Mr. Witi1ams. Mr. Chairman, the rural development program is a 
program of the local eal in a particular county in which many 
States and Federal agencies are participating. The Soil Conserva- 
tion Service participates by acce ‘lerated technical assistance activ ity. 
In other words, we have been able to add, through funds earmarked 
for that purpose, the equivalent of something over one man per 
county to assist in that rural development work. That is working 
with speeding up the farm-planning activities, conservation layout 
activities, particularly with respect to the low-income farmers. 

Mr. Wuirren. Is that paid from this appropriation or by transfer? 

Mr. Witu1aMs. The soil conservation part of the job is paid for 
from this appropriation. 
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Mr. Wuirren. That is a special task assigned to you by reason of 
the rural development program ¢ 

Mr. Wiutui1AaMs. That is correct. I believe the total on that is $565,- 
000 going into that activity. 

Mr. Wurrren. I believe that is all. 

Mr. Marshall ? 

BUDGET BUREAU RESERVES 

Mr. Marsnauz. Mr. Secretary, last fall we heard quite a little bit 
about the Bureau of the Budget imposing a ceiling on expenditures. 
They were doing it ona quarterly basis. 

How did that affect each one of these categories of conservation 
authorizations that you have listed here ? 

Mr. Pererson. I will have to ask Mr. Dorny to give you the de- 
tails. Before he does that, I can describe the operation generally in 
this manner: Our allotments from any appropriation are made on a 
quarterly basis, approved by the Bureau of the Budget. The Bureau 
of the Budget asked us to set in reserve certain amounts of funds and 
the final amount resulted from negotiations with the Bureau of the 
Budget. That fund set aside in reserve was excluded from being 
considered in the quarterly allotments. The only way we could get 
release of that fund was by a special action of the Bureau of the 
Budget in response to a request by the Secretary with justifications 
therefor. 

I will have to ask Mr. Dorny to give you details as to the figures. 

Mr. Dorny. Under the “Conservation operations” item a total of 
$184,000 was placed in budget reserve. 

Mr. MarsHatu. Was this for how long a period ? 

Mr. Dorny. This is up to date. Under the “Watershed protec- 
tion” item $10,839,000 is now in budget reserve, but only $50,000 of 
that was placed in reserve as a result of the apportionment policy 
of placing savings in reserve. Under “Flood prevention,” there is 
$27,500 in reserve. Under the “Great Plains program,” we have 
$200,000 in reserve. Under the “Conservation reserve program al- 
lotment, we placed in reserve $29,500. The total is $11,280,000. 

From that figure we should deduct $10,789,000 of the $10,839,000 
of Watershed Protection funds proposed to carry over to 1959. That 
gives us $491,000 of savings which we placed in budget reserve. 

Mr. Marsnauty. Of this $491,000 that was placed in reserve, will 
the Budget Bureau release any of that before June 30? 

Mr. Dorny. I presume that if we had an emergency and presented 
our justification, that consideration would be given to it. 

Mr. Marsuatu. If you do not have any emergency and if the pro- 
gram continued just as it is, there would be no part of that released ? 

Mr. Dorny. No, sir. 

Mr. Marsuaryt. When the Budget Bureau considers these funds, 
do they consider them by category ? 

Mr. Dorny. Yes, sir. 

Mr. Marsuartn. Can you shift around ? 

Mr. Dorny. No; each appropriation is apportioned separately. 
We cannot shift between them. 

Mr. Marsuary. On that kind of operation, you might have quite 
a lot of demand. in soil-conservation operations but you could not 
make any shift because of the imposition of the Bureau of the Budget? 
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Mr. Dorny. Each appropriation is apportioned separately and the 
facts considered separately in connection with each. We do have 
a particular problem in our agency of having our work unit and field 
staffs and other field staffs, financed from 2, 3, 4, or 5 appropriations. 
This requires that we program their time and apportion it in ac- 
cordance with that estimate. If the call on our employees’ services 
does not follow that program, then we have to go through the process 
of trying to get approval for a shift in the approved apportionment 
of funds. 

Mr. Marswatx. This action of the Bureau of the Budget has im- 
posed upon you an additional amount of work as far as bookkee ping 
is concerned ? 

APPORTIONMENT FOR PERSONAL SERVICES 


Mr. Dorny. The apportionment of funds is not a new process. 
That has been in effect for m: uny years. The split between personal 
services and nonpersonal services this year is a new apportionment 
step that we have had for the first time. 

Mr. Marsuay. I fully understand that in your regular apportion- 
ment work it is necessary that you apportion; but in addition 
to that, if I get the picture correctly from what you are telling me, 
you have to put in additional bookkeeping operations in order to stay 
within the requirements of the Bureau of the Budget ? 

Mr. Dorny. That is right. The total appropriation is split ac- 
tually into 2 separate appropriations for apportionment purposes. 

Mr. Marsuary. Have you ever made any estimate as to how much 
the additional work you are required to do has cost? 

Mr. Dorny. In total dollars, no. It is rather difficult to estimate 
but it does cause us additional work. The greatest cost, I think, is in 
mental anguish. We have the problem, under pressure of time, of 
going through all of the steps necessary to find out from all allottees 
what shifts are necessa ry and to total the budgets and apportionments 
of all of the organiz itional units of the Service into a single total for 

each fund for each quarter to see what adjustments can be made inter- 

nally within apportionments we have. We must then justify a re- 
quest for changes if those adjustments cannot be made within the 
apportionment that we have. Since apportionments must be corre- 
lated with program plans, an increased amount of our technicians’ 
time has had to be devoted to administrative work. 

Mr. Marsnauu. All of this mental anguish and all of the additional 
work that you have to do in connection with getting allotments 
straightened out, does not put 1 penny of conservation on the land, 
does it? 

Mr. Dorny. I would say not. 

Mr. Prrerson. Obviously the answer is “No,” Mr. Marshall. 

Mr. Witttams. I would like to supplement that statement, Mr. 
Marshall. 

We have had to add a few additional bookkeepers and accountants 
as necessary in order to keep the records on this. In some cases, how- 
ever, particularly in some of our State offices, it was not a matter of 
adding additional personnel. It would be a matter of providing for 
some overtime work or placing priority on jobs that needed to be 
done. It is difficult to determine an exact dollar figure on the cost. 
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RELATIONSHIP OF THE AGRICULTURAL CONSERVATION PROGRAM AND 
SOIL CONSERVATION PROGRAM 


Mr. Marsnauu. Last fall I picked up a leading farm paper in our 
area, Mr. Secretary, the St. Paul Farmer. The St. Paul Farmer had 
quite a lot to say about the fact that you were changing the adminis- 
tration policies by placing ACP under the Soil Conservation Service. 

Do you contemplate making any change in the administration of 
the agricultural conservation program in this fiscal year ¢ 

Mr. P ETERSON. We have had no such plans before us. We have 
tried to review constantly all of our conservation activities, to try to 
put together a total conservation plan where one part would be sup- 
porting the other and not operating independently of the other. 

Mr. Marsnary. The St. Paul Farmer is considered to be one of the 
most reputable farm magazines covering our area. Would you have 
any idea where they may have gotten such a misleading impression 
or misleading information ? 

Mr. Prererson. I have an idea, Mr. Marshall—I cannot prove it 
and unless you press me—I would therefore rather not present it. 

Mr. Marsuaui. Your answer then is no, that you are not going to 
make any change in the administration of the agriculture conserva- 
tion program as it relates to its operation with the soil conservation 
program. 

If that be true, it would seem to me that people ought to quit gos- 
siping about it. 

Mr. Prererson. We have made statements, both publicly and to 
various Members of the Congress, Mr. Marshall, in response to that 
rumor in which part of what I have just said to you was covered. 
We do not have presently before us for consideration any plans for 
such a change. When and if any changes are made in the adminis- 
trative structure of the Department, there is a procedure for it under 
the terms of Reorganization Plan No. 2. Most certainly, if we do 
contemplate a change, we would want to inform the members of this 
committee and of the substantive committee what we were doing and 
why we were doing it. We would want to tell them if we intend to 
do so. 

I would not want to say that there would never be a change. Cer- 
tainly we appraise these programs continuously. 

Mr. MarsHau. But as far as you are concerned do you have a plan 
now. 

Mr. Pererson. There are no current plans before the Secretary or 
before me envisioning any change. 

WarersHeD PROTECTION 
Program and financing 
1957 actual | 1958 estimate | 1959 estimate 


Program by activities 


1. Investigations and planning_- $3 903, 666 $4, 700, 000 $3, 900, 000 

2. Installation of works of improvement_--- 8, 312, 984 14, 610, 782 18, 439, 000 

3. Loans and related expense 1, 500, 000 | 1, 500, 000 

4. Surveys and investigations of water resources programs 737, 732 1, 000, 000 1, 000, 000 
Total obligations 12, 954, 382 21, 810, 782 24, 839, 000 

Financing 
Unobligated balance brought forward 2, 604, 164 —7, 149, 782 —10, 839, 000 
Unobligated balance carried forward 7,149,782 | 10,839,000 


Appropriation (new obligational authority) - - ..-| 17, 500, 000 | 95, 500, 000 14, 000, 000 








Total number of permanent positions 
Full-time equivalent of all other positions 
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Object classification 


1957 actual 


SOIL CONSERVATION SERVICE 


Average number of a}l employees 


Number of employees at end of year 


Average GS grade and salary 


01 


02 
03 
04 
05 
06 
07 
OS 
09 
il 
13 
15 


Deduct quarters and subsistence charges 


Total n 


Personal services: 
Permanent positions 


Positions other than permanent 
Other personal services 


Total person il service 


Travel 

Transportation of things 
Communieation services 
Rents and utility services 
Printing and reproduction 
Other contractual services 


Services performed by otl 


Supplies and materials 

Equipment 

Grants, subsidies, 
Grants-in-aid 


Refunds, awards, and indemnities 


Awards for employer 


Taxes and assessments 


Subtotal 


Total, Soi] Conservation 


ALLOTMENT AND AI 


umber of permanent 


suggt 


1,031 


109 
1,015 
1,172 


, 805 


, 404 
649 
52, 789 


, 842 
, 044 
:' 628 
, 731 
2, 495 
. 141 
, 403 
, 687 
, 189 


r agencies 





and contributions 


2, 523, 917 

2, 580 

stions 1, 004 
7, 312 


11, 960, 067 

54 

Service i, 11, 960, 013 
LOCATION ACCOUNTS 


Full-time equivalent of all other 


Avera 
Number of employees 


Average 
Average salary of ungraded p 


01 


02 
03 
04 
05 
06 
07 


OS 
09 
11 
13 
15 
16 


Deduct quarters and 


Obligations a 


ge number of all emplo 


it enc 


GS grade and salary 


Personal services 
Permanent posit 
Positions other than 


Other per ] 


Total personal serv 
Travel. 
Transportation of things 
Communication services 


Rents and utility service 
Printing and reproduction 
Other contractual service 
Services performed b 
Supplies and materials 
Equipment 
Grants, subsidies 
Refunds, awards, 
Taxes and assessments 
Investments and loans 


ind cont 


Subtotal 


Total allotment accounts 
Total obligations 

re distrit 
Soil Conservation Servi 
Forest Service 

Agricultural Research 
Farmers’ Home 
Office of the Secretary 
Department of the Interlor 





sonal services 


ubsistenc 


uted as fo 


A dministrati 





nd indem1 


we bo 


6. 7 $5, O89 
oI $4, 329 
$505, 597 

t 80, 190 

1, 720 





Ll 150 
2, 056 
996, 001 
£ 1, 642 
994, 369 
12, 954, 382 
. $11, 960, 013 
613 
236, 951 
mn " 
3 
. 91, S02 





1958 estimate 


$5, 


19 


, 763, 


», 421, 


1, 239 
181 


+ or 


dy ede 
1, 345 


$4, 796 


559, 


98, 629 


941 
668, 000 
, 000 
000 
, 000 
000 
O00 
000 
000 
000 
000 


12, 260 


, 500 
500 


7,201 


201 





5 176 
$4, 405 
4, 
132, 
4,613 

683, 311 
77, 9388 

4,671 
6. 012 
3 O02 

700 

153, 585 
74, 292 
5S. 785 
10, 248 
147, 453 


705, 19 

1, 616 
703, 5S1 
$10, 782 


07, 201 
5, 494 
52, 200 
, 000 





1959 estimate 


24, 


2909 


5 


A, 
l, 





237 
199 
310 


347 


, 91 


850, 000 
616, 000 
99. 000 
, OO 
5, 000 
65, 000 
80, OOO 
70, 000 
110, 000 
369, 000 
94, 000 
3458, 000 
190, OOO 
380, 000 
137, 000 
2° 000 
14, 262 
$19, 262 
419, 262 
5 
v6 
134 
$5 219 
a4 4) 
a7, 74¢ 
19. 1 
4.573 
1. 48 
14, 73: 
1 671 
>, Ut 2 
TOO 
Lis, 431 
“RO 
22, YSU 
7, 248 
59, S83 
77 
471, 500 
$21, 353 
1,615 
119, 738 
ASY iv 
419, 262 
5 99F 
215, 4 
00, OOO 
19, 11 
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Mr. Wuirren. May I interrupt at this point and ask in that con- 
nection that pages 202, and 206 through 229 be inserted at this point 
in the record on the subject of watershed protection. 

(The pages referred to follow :) 


Watershed protection 


Appropriation Act, 1958 and base for 1959__..........-..._______ $25, 500, 000 
Daas: German ea ea 14, 000, 000 
DIOCRONGG. iibistcc dartctbiat etd SSR AE AU ees aera ae —11, 500, 000 

Notr.—Although a decrease of $11,500,000 is propesed in the appropriation for 1959, 


total obligations will increase $3,028,218 above those for the fiscal year 1958. Thus, total 
obligations in 1959 are estimated at $24,839,000 compared with obligations of $21,810,782 
in the fiscal year 1958. This increase in the program level is made possible by the carry- 
over of $10,839,000 from the fiscal year 1958 to the fiscal year 1959. 


Summary of increases and decreases, 1959 (on basis of available funds) 


Decrease in rate of project investigations and development of 


Weterened Wine 8 oo ee aban -~ —$800, 000 
Increase in the Federal share of the cost of installing watershed 
WOTKE GF TEKUTOVOIIUEE, 50 occ sen en dae eee 


Project statement (on basis of availabl: funds) 


| 
Project 1957 1958, esti- Increase 61 1959, esti- 
mated lecreast mated 
is tigations and planning $3, 903, 666 $4, 700, OOF $800, 000 $3, 900, 000 
2. Installatior f works of improvement | 8. 312, OS4 14, 610, 782 +-3. 828 218 18, 439, 000 
Pilot demonstration watersheds (4, 790, 450 7, 860, 782 -4,171, 782 689, 000 
b) Watersheds authorized under Public 
Law 566 (3, 519, 534 6. 750. 000 (+8. 000. 000 (14. 750. 000 
La nd lated exp 1, 500, 000 1, 500, 000 
Ss l igat f water resource 
os 737, 732 1, 000, 000 1, 000, 006 
otal obligations or estimate 12, 954, 382 21, 810, 782 +-3. 928, 218 24, 839, 006 
{ rb] ted balance brov t forward 2. 604, 164 7, 149, 782 3 689, 218 0, 839. 000 
I bl ted balance carried forward 7, 149, 782 10, 859, 000 | —10, 839, 000 e 
1otal appropriation or est t 17, 500, 000 95, 500, 000 —11, 500, 000 14. 000. OO 


STATUS OF PROGRAM 
CURRENT ACTIVITIES 


The Watershed Protection and Flood Prevention Act (Public Law 566, 83d 
Cong.), as amended, provides for cooperation between the Federal Government 
and the States and their political subdivisions in a program to prevent erosion, 
floodwater, and sediment damages in the watersheds of rivers and streams and 
to further the conservation, development, utilization, and disposal of water. 
The work of the Department under this item consists of the following: 

1. Investigations and surveys of proposed small watershed projects upon 
application by local sponsoring organizations and collaboration with them in 
the preparation of project work plans. These plans outline the proposed works 
of improvement to be installed and include the estimated costs, a cost-benefit 
analysis, cost-sharing and maintenance arrangements, a proposed schedule of 
operations, and other facts needed to determine whether Federal participation 
in the cooperative project should be approved. 

2. Participation in the installation of works of improvement in approved water- 
shed projects. Detailed construction plans and specifications are prepared for 
specific flood prevention and agricultural water management features of the proj- 
ect. The Federal Government bears all of the construction cost of the flood pre- 
vention and related features except easement and rights-of-way, and an equitable 
part of the cost of construction of the agricultural water management features. 
Local organizations must pay all other costs. Funds are provided to local 
organizations for the Federal share of the cost of contracts they award for 
installation of works of improvement on other than Federal lands. The Federal 
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agencies do this work on Federal lands which they administer with appropriate 
contributions being made by the local people who receive benefits. Engineering 
supervision is provided over flood prevention and agricultural water manage- 
ment construction work, either directly by the Federal Government or by ad- 
vancement of funds to local organizations for employment of engineers. Tech- 
nical assistance is provided to accelerate the planning and application of land 
treatment measures in the watersheds to prevent erosion and protect the struc- 
tural work of improvement from flood and sediment damage. 

8. Installation on a cost-sharing basis, of improvement measures on 54 cur- 
rently active “pilot” watersheds which serve as demonstrations of the effective- 
ness of complete watershed treatment in preventing erosion and reducing flood- 
water and sediment damage. 

4. Program evaluation studies in selected watershed protection projects to 
determine the effectiveness of structural and land treatment measures installed. 

5. Surveys and investigations of the watersheds of rivers and other waterways 
in cooperation with other Federal, State, and local agencies, as the basis for 
the development of coordinated programs. 

6. The making of loans to local organizations to finance the local share of the 
costs of carrying out works of improvement for flood prevention and for the 
conservation, development, utilization, and disposal of water. 


PROGRAM ASSIGNMENTS 


The Soil Conservation Service has general responsibility for administration 
of the work of the Department authorized under the Watershed Protection and 
Flood Prevention Act and for the formulation of guiding principles and proce- 
dures. It assists local organizations with (a) the development of watershed work 
plans, and (b) the application of land treatment measures and the installation 
of structural works of improvement on non-lederal land in authorized water- 
sheds. Some works are also installed on Federal lands by arrangement with 
the administering agency. It also makes surveys and investigations of the 
watersheds of rivers and waterways and cooperates with other agencies in the 
planning, development, and coordination of works and programs. 

The Forest Service participates in the development of watershed work plans 
and in the installation of watershed improvement measures. It concerns itself 
with (a) all national forest and other lands in the authorized watersheds that 
are administered by the Forest Service, (0) all range lands in or adjacent to 
national forests and used in conjunction with such forests under formal agree- 
ment with the landowners, and (c) certain specialized technical assistance on 
oher forest lands in the watersheds. It also provides specialized assistance in 
forestry aspects of coordinated river basin programs. 

The Burean of Land Management and the Bureau of Indian Affairs partic- 
ipate in the planning and installation of works of improvement on lands under 
their jurisdiction. The Agricultural Research Service assists with the develop- 
ment of criteria to be used in the economic evaluation of work plans and meas- 
ures installed in small watershed projects. It also makes special economic 
analyses of specific watershed projects and of river basin resource development 
proposals. The Farmers Home Administration has responsibility for admin- 
istration of section 8 of the act relating to loans to local organizations. 

Funds are made available from this appropriation to the United States 
Weather Bureau and the United States Geological Survey, either by transfer 
or reimbursement, for precipitation and runoff data needed in watershed program 
evaluation, planning, and design work. 
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EXAMPLES OF RECENT PROGRESS 
INVESTIGATIONS AND PLANNING 


Agency participation 

Allocations of funds to the cooperating agencies for 1957 and 1958 and pro- 
posed for 1959 for investigations and planning watershed protection projects are 
as follows: 


Agency 1957 1958 1959 
obligations estimate estimate 

Soil Conservation Service ! $3, 562, 325 $5, 259, 295 | $3, 541, 549 
Forest Service 240, 385 360, 000 300, 000 
Agricultural Research Service 25, 794 18, 501 18, 501 
Office of the Secretary 3 
U. 8. Geological Survey 75, 159 62, 204 39, 950 

Total : 3, 903, 666 | 4,700, 000 | 3, 900, 000 


| 





1 Amounts include approximately $40,000 each year for reimbursable work performed by the U. S. Weather 
Bureau. ” 


Development of watershed work plans 

Local interest continues to grow in small watershed projects. During the 
1957 fiscal year 165 new applications for watershed projects assistance were 
received by the Administrator from local sponsors, bringing to 712 the total 
received as of June 30, 1957. These applications cover 55,585,400 acres of water- 
shed lands in 47 States and Territories. The Administrator approved 96 addi- 
tional applications for work plan development during the fiscal year. As of 
June 30, 1957, a total of 268 applications for 20,531,200 acres of watershed 
lands had been approved for work plan development. A total of 91 watershed 
work plans had been developed by the end of the fiscal year. The following 
table shows the status of project applications and planning under Public Law 566 
as of June 30, 1957, and estimate for 1958 and 1959. 











Fiscal year 
Item oa sthintipanaadhticiaaadl — 
| 1955 | 1956 1957 1958 | 1959 
Applications for watershed projects received current year | 5 | 150 
Cant WGN ee een 353 | 1.012 
Watersheds approved for planning. -__...........-.. 68 | 3 438 
Field work completed and plans under review before final | 
approval ais : 19 | 49 60 70 
Watersheds authorized for installati »n of works of improve- | | | 
ment ¢ | 13 42 102 162 
Planning suspended 10 | 39 | 58 66 
Planning in process___- 68 130 138 138 140 
Balance: 
To be planned ee 175 164 | 204 264 


Not now suitable for development of plans _ - Sais | 200 280 300 310 
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Watershed planning assistance had been authorized in 46 States by June 30, 
1957. Planning parties have been approved for 42 States and planning person- 
nel assigned to the other States on a part-time basis in accordance with their 
planning workload. The United States Forest Service has assigned personnel 
to work with the watershed planning parties in those locations where the for- 
estry program of a watershed requires such planning assistance. 


Multiple-purpose works of improvement 


Section 2 of Public Law 566, as amended August 7, 1956, authorizes the Secre- 
tary of Agriculture to assist local organizations to plan and carry out multiple- 
purpose water and land-management projects in watershed areas of not more 
than 250,000 acres. Assistance from the Department in varying kinds and 
amounts is available in accordance with the purposes served by the project. 
Under the amended act local people may now include in their watershed plans 
all phases of water resources development to assure the best and most effective 
conservation use and control of water to meet their needs. In the case of flood 
prevention works of improvement, the cost of construction is borne by the Fed- 
eral Government. The cost of irrigation and drainage works is shared equitably 
between the local people and the Federal Government. 

Where works include such purposes as improved municipal and industrial 
water supply, recreation, fish and wildlife improvement, pollution abatement by 
treamfiow regulation, and saline water intrusion control as an integral part 
of the total plan for the protection and improvement of the land and water 
resources of the watershed cost of such features must be borne entirely by the 
local people. 

Local organizations have shown much interest in the multiple-purpose project 
approach to their watershed problems. Six of the thirteen projects approved for 
operations between January 1 and June 30, 1957, included purposes in addition 
to watershed protection and flood prevention, most of which are related to 
agricultural water management such as irrigation and drainage. This limited 
experience indicates that future watershed projects will serve the local people 
even better than in the past through incorporating other needed water-manage- 
ment features with the flood-prevention and watershed-protection measures. 


INSTALLATION OF WORKS OF IMPROVEMENT 


Agency participation 


Allocation of funds to the cooperating agencies of the Department of Agricul- 
ture and the Department of Interior for 1957 and 1958 and proposed for 1959 
for works of improvement on watershed-protectivn projects are as follows: 











| 

Agency | 1957 obliga- 1958 cattonaai| 1959 estimate 
tions 

Soil Conservation Service: | 
Pilot watersheds . som nea’ $4, 506,591 | $7, 535, 930 $3, 586, 775 
Public Law watersheds- --- ; 3, 432, 154 | 6, 543, 748 14, 453, 538 

Forest Service: 
Pilot watersheds ___. peinteemen ‘ 251, 607 | 280, 000 64, 225 
Public Law 566 watersheds. - - | 37, 839 | 102, 205 200, 000 

Agricultural Research Service 

Pilot watersheds ein faa 35, 252 | 44, 852 38, 000 
Public Law 566 watersheds s 32, 898 | 30, 274 37, 299 
Bureau of Land Management: Public Law 566 watersheds. ___| 14, 165 | 31, 655 7, 735 
Bureau of Indians Affairs: Public Law 566 watersheds__-______| 2, 478 | 2, 478 2, 478 
U. 8. Geological Survey: Public Law 566 watersheds | 39, 550 48, 950 
Total... _eo------------| 8, 312,984 | 14, 610, 782 | 18, 439, 000 


New watershed projects authorized 


As of December 1, 1957, approval had been given to initiate operations on a 
total of 60 watershed projects for which work plans had been prepared under 
authority of the Watershed Protection and Flood Prevention Act (Public Law 
566, 83d Cong.), as amended. Eighteen of these have been approved for opera- 
tion since July 1, 1957. It is estimated that approval will be given to begin 
installation of watershed works of improvement on an additional 42 projects 
during the fiscal year 1958. There would thus be 102 Public Law 566 projects 
sponsored by local organizations in operation by June 30, 1958, and receiving 
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financial assistance from the Federal Government. In addition, it is anticipated 
that 60 additional projects will be approved for operation in 1959. The Federal 
Government’s commitments for all of these projects are estimated as follows: 


Fiseal year 


Explanation 1957 actual | 1958 estimate | 1959 estimate 
‘ OX ate 
| Num- | Amount | Num- Amount | Num- | Amount 
| ber | ber ber 
Projects continued from prior years and | 
estimated cost of completion at begin- | | | 
ning of year... 13 |$12, 479, 004 | 42 | $17, 588, 686 100 | $41, 138, 686 
Projects initiated during the year and | } 
estimated cost of completion. 29 | 8, 570, 283 60 | 30, 300, 000 60 30, 300, 000 
Total approved projects and esti- | | | | 
mated cost of completion 42 | 21, 049, 287 | 102 | 47, 888, 686 | 160 71, 438, 686 
Deduct amounts obligated during year for 
works of improvement on | | » | | 
(a) Projects initiated during the year 1, 816, 233 | ‘ 1, 878, 000 | ...--| 8,140,000 
(b) Projects completed during the | 
year | 2 | 50, 000 | 1 10, 000 
c) Other projects 1, 644, 368 | 4,822,000 |__._- 11, 600, 000 
| Re ne et P 
Total... | ' 3, 460, 601 | 2 | 6,750, 000 | 1} 14,750, 000 
Total projects in progress at end | 
of year and estimated cost of 
completion 42 | 17, 588, 686 100 | 41, 138, 686 | 159 56, 688, 686 
| 
{ 





Does not include $58,933 undistributed costs of capital equipment. 


Status of pilot projects 


At the close of the fiscal year 1957, there were 54 active pilot watershed proj- 
ects in 32 States. Operations were terminated at the request of the sponsors 
in three projects during the year. The schedule for completion of works of 
improvement and the Federal Government’s commitments for these pilot projects 
are estimated as follows: 


Fiscal year 





Explanation | 1957 actual 1958 estimate 1959 estimate 
- Se a — — 
| | 
| Num- Amount Num- | Amount Num- | Amount 
ber | ber ber | 
| | 
| | | i ie cat 
Approved projects in operation and esti- | 
mated cost of completion at beginning of | | | | 
year. = 57 |$18, 511, 608 54 ($13, 300, 884 22 | $5,440,102 


Deduct projects discontinued during the | | 

vear and estimated cost of completion 3 | 417, 274 0 : OE... 
A mount obligated during year for | | | 

(a) Projects completed during the | 


year 0 29, 174 32 | 2,355, 197 3 210, 000 
(h Other projects ai a 4, 764, 276 ‘ 5, 505, 585 3, 479, 000 
Total - -- 4, 793, 450 32 7, 860, 782 3} 3 


, 689, 000 


Total projects in progress at end 
of year and estimated cost of | | 
completion-. 54 | 13,300, 884 | 22 | 5,440, 102 19 | 1, 751, 102 


Good progress has been made in working toward completion of the original 58 
pilot watershed projects on which work was initiated. As of June 30, 1957, 1 
project had been fully completed, 3 were discontinued, 19 were 90 percent com- 
pleted, and 25 were from 50 to 90 percent completed. Only 10 were less than 
50 percent completed. Installation of planned watershed-improvement measures 
is scheduled for completion on all pilot projects by the end of the 1961 fiscal 
year. 








] 


or 


56 





At the close of the 1957 fiscal year, the following major structural measures 
were contracted for or had been installed in pilot watersheds : 


Floodwater-retarding 


The following 


ee Cs Insane penitent cisiniannente-aenttiecniemrache- tem demaneeden 
Stabilizing and sediment-control structures_- 
Channel stabilizing and improvement (miles) 


able shows, by State and watershed name, descriptive infor- 


92 
> 
502 
92 
—J 


mation concerning each pilot and Public Law 566 watershed approved for in- 


stallation of a program of works of improvement by June 30, 1957 : 


State and watershed 


Alabama: Clear Creek. 
Arizona: 

White Tanks (pilot) 

Squaw Peak-South Mountair 
Arkansas: Six Mile Creek 
California: 

Adobe Creek (pilot) 3. 

Arroyo Grande Creek 

Calleguas Creek (pilot 

Walnut Creek (pilot 
Colorado: 

Kiowa Creek (pilot) 

Wr iv Watershed 
Delaware: Bear Hol 
Florida: Lake Placid E 

Lakes_. 
Georgia 

Bear Creek _- 

North Fork of Broad River 

Rocky Creek 
Idaho: Dry Creek 
Tilinois 

Hadley Creek (pilot 

Money Creek pilot 

Old Tom Creek (pilot) 

Tiskilwa area_ 
Indiana: Flat Creek (pilot 
lowa 
Floyd River tribut 
Harmony Creek 
Honey Creek (pilot 
Mule Creek (pilot 
Aiken Creek (pilot 
Pills Creek (pilot) 3 

Cimmarron watershed 

Little Deloware Missi 

Lost Creek (pilot 

Snine Creek (nilot 

Switzler Creek (pilot 
Kentucky 

Cypress Creek 

North Fork of Roug! 

Plum Creek (pilot 

Red River (pilot 

Twin Creek 

Upper Green River (nil 
Louisi 1 Bayou Dupont 
Mary! nd 
Little Deer Creek 
Little Youghiogher 
Timmons Towr 
nesota : 
Crippewa River tribut 

Hawk Creek (pilot 
Rush Pir e Creek 
South and North 
(pil t) 2 
East Willow Creek t 
Missouri: 
East Branch of the South | 
I lack Water River ] 

Tost Creek (nilot) 

Montana: Muster Creek (pilot) 


nilot 
pue 


nilot 
110 
pli 


ist 


pilot 


aries (plot 





Br 


Mi 


Fork of the ( 


See for 


tnotes at end of table, p. 1557 


Water- 
shed 
area 

(acres) 


oS, 320 


21, 440 
400 
208, 000 
. 000 


880 
2, 386 


4, 523 
500 


23, 324 
25, 414 
x). 700 
44, 800 


f oro 
2, 800 
1, 520 
3. 300 
36, 634 


2, 200 
& OO 
) 


, 000 


1¢ 
, 190, 


, 316, 


, 180, 


Esti- 
mated 
Federal 


cost 


50, 7 


9R2g 


800, 
155, 


174, 


000 
SHO 
748 
30, 929 
180. 


79] 
io 


574 
, 000 
39, 553 
101, 759 


000 
55, 000 
298, 000 
350, 496 
171, 000 


44, 000 
AO) 
4, 000 
O00 


20, 973 
091 
, 000 


OO 


199 
373, 000 


. 000 
. ORD 
2, 000 
2, 353 


169, 623 
362, 97 


174, 341 


627, 000 


49, 510 


249 (Xf 


449, 000 
328, 000 


8, 622 


~ 000 | 


. 000 | 
000 | 


Percent of 


Federal 

cost to 
total 

cost 


70.8 
26.8 
38. 1 
62.7 
88. 3 
63.8 


62. 1 


66. { 


Total 
cumu- 
lative 
Federal 
obligatior 
June 30, 


1957 


, B84, 667 


50, 740 
138, 630 
1, 352, 532 


1, 416, 717 


404 
9, 056 


142, 745 


7 509 





3, 218 


352, 053 


44, 978 
1, 005 


381 
4,182 


0 


7, 100 
tH, 205 


24 
19 


8, 622 | 





1 


Percent of 


Federal 
cost obli 
gated 
June 30, 
1957 


Omww 





26. 5 


op & 
= to 


60.9 


55.0 
59.8 
100. 0 


Snows 


Schedule 


date of 
comple- 
tion 


1955 
1962 
196 
196 


196) 
1962 
1962 


1960 


1962 
1959 
1962 
1957 


1961 
1958 
1958 
1959 
1958 


1061 
1958 


1960 
1959 
1954 























| | | 
| | | Total |Percent of 
Water- | Esti- |Pereentof; cumu- Federal | Schedule 
shed | mated | Federal lative cost obli-| date of 
State and watershed area Federal | cost to | Federal gated comple- 
| (aeres) | cost | total obligation!) June 30, tion 
| |} cost | June 30, 1957 | 
1957 
Nebraska 
Brownell Creek (pilot) 15, 360 | $523,000 | $324, 990 62.1 1960 
Dry Creek (pilot 31, 360 368, 000 | 214, 917 58. 4 1959 
Indian Creek (pilot) 51, 200 887,000 | 523, 035 59.0 1961 
Oak-Middle Creek 4 240, 000 935, 915 i 24, 399 2.6 1965 
Plattsmouth area 2,465 | 114,400 | | 8, 141 7.1 1962 
Upper Salt-Swedeburg (pilot) - 114, 516 |1, 618, 000 | 784, 590 48.5 1961 
Wild Horse | 26,000 | 347, 645 0 0 1965 
New Hampshire: Baboosic Brook (pilot)-.| 30,528 | 56,000 | 1.3 46, 945 83.8 1958 
New Jersey } 
Pequest (pilot) | 69,120} 771,000 66.7 | 493, 859 64.1 1948 
Silver Lake-Locust Island 5,590 | 148,917 75.3 | 0 0 1962 
Stony Brook 32,000 | 266, 910 | 53,2 18, 996 7.1 1967 
New Mexico: 
Dona Ann Arroyo... 6, 9&0 | 226 #78 97.1 221, 755 96.6 | 1958 
Hatch Valley Arroy é 14,521 | 204, 847 99.1 137, 672 67.2 1961 
Sandia Mountain tributary (pilot | 48,000 | 145,000 | 81.0 137, 388 94.1 19458 
Upper Lio Hondo (pilot) - - i; 192,000 | 777,000 | 66.0 319, 275 $1.1 1960 
Upper Rio Penasco - | 198° 000 | 313,437 87.4 0 o| 1962 
New York: } | 
Ball Creek (pilot)! &, 888 | 20,102 | 83.0 20, 102 | 100. 0 (4) 
Dean Creek (pilot). .-_. 6, 400 127, 900 | 73.6 120, 085 94.6 1958 
Great Brook (pilot) ! 16,640 | 102,000 | 57 8 57, 416 56.3 1958 
Little Hoosick (pilot) | 21,760 469, 000 75.9 104, 814 22.3 1940 
North Carolina: Third Creck (pilot) | 66,240 710, 090 $7.6 i 58. 4 LOM 
North Dakota: Tongue River (pilot) 419, 200 |3, 816, 000 | 78.6 |1, 122, 213 29.4 1960 
Ohio | | 
Rocky Fork-Clear Creek (pilot) # 28, 045 92, 039 61.1 92, 039 100. 0 
Upper Hocking River (pilot) 21,121 | 905,000 | 67.1 405, 832 44.8 1960 
Oklahoma 
Bic Wewoka Creek 2, 053, 331 50.6 262, 615 12.8 1967 
Double Creek (pilot) 33, 2 373, 000 57.2 356, 217 95.5 1958 
Little Wewoka-Graves Creek 122, 445 934, 486 46.1 | 226, 443 24 2 1967 
Long Branch Creek 26, 160 305, 543 49.0 66, 040 21.6 1962 
Pennsylvania | 
Corey Creek (nilot) 16, 000 67, 000 39. 6 60, 190 89.8 | 1958 
Jacks Run (pilot) ?__. a! } 0 
South Carolina 
Coneross Creek 43, 300 455. 014 | 57.7 23, 016 5.1 1962 
Twelve Mile Creek (pilot) 78, 720 |1, 224, 000 | 49.4 546, 550 44.7 1961 
South Dakota: | | 
Silver Creek 20, 661 260, 769 68.0 | 3, 334 | 1.3 1962 
Scott Creek (pilot) 2,560 | 132,000 | 72.6 | 127,532 96.6 | 1958 
Tennessee: } | | | 
Johnson Creek_. | 22, 610 | 387, 793 | 58.8 14, 705 3.8 | 1962 
Wolf River tributary (pilot) - 14, 528 | 396, 000 53.8 215, 657 54.5 | 1961 
Texas: | 
Calavaras Creek (pilot) - 61,440 | 578,000 | 71.1 473, 679 82.0] 1958 
Cow Bayou (pilot) ---- 65, 920 |1, 096, 000 | 67.3 723, 143 66.0 1958 
Cummins Creek 204, 896 |2, 198, 531 | 46. 1 419, 585 19.1 | 1967 
Escondido Creek (pilot) - - 51,200 | 770,000 64.6 700, 412 | 91.0 | 958 
Green Creek (pilot). 67, 200 |1, 096, 000 | 74.2 |1, 037, 433 94.7 1958 
Johnson’s Draw 101, 760 |1, 208, 488 | 66.8 | 380,447 31.5 1962 
Lower Brushy Creek -- 138, 240 |2, 821, 081 52.7 81 0 1967 
Turkey Creek -_- 18, 880 68, 048 19.3 38, 208 56. 1 1962 
Upper Brushy Creek | 191,360 |2, 858, 314 58. 1 4, 491 . 1967 
Utah: | 
Green’s Lake 6, 235 293, 370 88.7 233, 380 79 6 1962 
Mill Canyon Sage Flat : 15,296 | 161,615 117, 124 72. 5 | 1962 
Pleasant Creek (pilot) 10, 880 384, 000 5 286, 086 74.5 1958 
Santaquin Canyon (pilot) |} 25,600) 114,000 | 78.2 96, 458 84.6 | 1958 
Virginia: } | 
Back Creek | 22500] 32,017 10.3 0 0} 19€2 
East Fork Falling River (pilot) 41,997 | 287,000 55.8 241, 131 84.0 1958 
Washington: | 
Chimacum Creek 24, 965 178, 124 51.1 0 0 1967 
Mission Creek (pilot) 54, 400 348, 000 98 3 249, 413 71.7 1958 
Saar Creek 11, 233 | 71, 265 | 33.7 33, 648 i8. 9 1967 
Spring Valley Creek (pilot) *.__. 54, 400 4, 293 4, 293 100. 0 1054 
West Virginia 
Salem Fork of Ten Mile Creek (pilot) 5, 760 341, 000 77.2 273, 780 80.3 1958 
Upper Graves Creek 4,920 | 342, 282 62.2 | 101,061 29.5 1962 
Wisconsin: West Fork of Kickapoo (pilot) 17, 945 153, 000 81.0 141, 264 92.3 1958 


1 Project installation complete on date shown; special evaluation of the effect of flood-size storms will 
continue for a limited number of years. 

2 Project not authorized, no local sponsor. 

3 Terminated before completion at sponsor’s request. 

4 Terminated Dec. 31, 1956 

§ Terminated June 30, 1957. 


21494—-58—pt. 324 
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Practical problems confront watershed project sponsors 

Sponsors of watershed projects among other things are required to provide 
all necessary easements and rights-of-way for structural measures to be con- 
structed under each watershed work plan. Sponsors are often confronted with 
unexpected refusals to grant easements or with complex problems of land owner- 
ship and absentee owners requiring considerable time and expense to secure the 
needed approvals. Delay in clearing all necessary easements for a structure can 
disrupt the work schedules seriously. 

For example, more than 200 easements are needed for the 42 floodwater re- 
tarding and other structures in the Big Wewoka Creek watershed of Oklahoma. 
Field activities of Service employees have been suspended in the Chimacum 
Creek watershed in Jefferson County, Wash., until the sponsors secure the 
needed easements and rights-of-way and make the necessary financial arrange- 
ments. Work on the Ball Creek, N. Y., pilot watersheds was terminated on 
December 21, 1956, with none of the planned structural work accomplished be- 
cause the sponsors found it impossible to secure the needed easements. One 
property owner in the Clear Creek watershed of Jackson County, Ala., has de 
layed the starting of work on the planned 4.6 miles of stream channel improve- 
ment by his refusal to grant or sell the necessary easement. 
propose to take legal steps to secure this easement. 

The Payne County portion of the Long Branch watershed in Oklahoma failed 
to be annexed to a conservancy district because of landowners opposition to 
conferring eminent domain rights. Securing easements and rights-of-way is 
the soil conservation district’s biggest problem as project sponsors. State legis- 
lation specifically granting the power of eminent domain to watershed asso- 
ciations and soil conservation districts has been proposed or enacted in many 
States as a result of this common problem. 


The sponsors now 


Soil surveys and farm conservation plans in watersheds 


Totals in 


project area | 








Item 


(including 

“Conserva- 

tion opera- 
tions’’), 


cumulative, | 
| June 30, 1957 
| 


1957 (actual, 
| with water- 
shed protec- 


tion funds) 


Soil surveys (acres) «| &eo7 84, 202 
Total number cooperators _- ‘ 15, 730 1, 980 
Basic conservation plans: 
Number__.-_- eS ‘ 11, 198 1, 679 
Acres .. ab a calad 1, 828, 492 217, 417 





Works of improvement installed in watersheds 


1957 accomplishments 
(actual) 
Psat Total on 





Measure Unit the land to 
With With con- June 30, 
watershed servation 1957 
protection operation 
funds funds | 
1 
Land treatment measures: } 

Contour farming--.- Acre... .. 10, 785 6, 775 155, 600 
Cover cropping .do : 9, 059 19, 606 84, 118 
Crop residue utilization - -do_- 11, 777 9, 364 262, 644 
Stripcropping -do__ 3, 6 1,492 | 47,725 
Pasture planting . a | 3. 15, 578 145, 832 
Revegetation __. ; do_. 2, 109 7.619 
Range improvement. - - do-- 15, 989 | 8, 650 | 110, 918 
Terraces...... | Mile 766 | 562 | 2, 180 
Diversions 60 2-~2 44 | 29 | 915 
Pond construction . Number - -.. 182 | 228 | 4,191 
Waterway development. Acre. ... 694 316 11, 042 
Tree planting- -_- PO cal 277 | 525 | 11, 219 
Woodland protection___-- Maik 2, 841 | 153 18, 341 
Wildlife area improvement--- aden 622 34 | 2, 444 
Erosion-control structures-__- Number 227 51 4, 584 

Structural and land stabilization measures: | | 
Flood water-retarding structures Number . - | 69 | 214 
Acre-foot 37, 458 | 108, 128 

Stabilization and sediment control: 
(a) Structures .___ | Number 91 ‘ 1, 548 
(6) Silt and debris basins. | .do iba | 189 
Subwatershed waterway improvement: | Mile 22 --| 59 

(a) Outlet construction. | 

Stream channe] improvement: | | 
(a) Channel stabilization. _. .do. | 5 | 33 
(b) Channel improvement - do | 52 130 
Diversion ditches and dikes do et. 12 

Stabilization of critical area: | | 
(a) Roadside erosion control _ - -..- Mien | 42 306 
(6) Revegetation.................--- | Acre... 4,149 19, 735 





Public Law 566 projects well underway 


The majority of the 42 watershed-protection and flood-prevention projects 
authorized for operations by June 30, 1957 under Public Law 566, as amended, 
are well underway. Local sponsoring organizations in most of these new projects 
are accepting their responsibilities and moving ahead rapidly. The sponsoring 
organizations are developing contracting procedures, receiving construction bids, 
securing necessary easements and letting contracts with little delay. In many 
watersheds land-treatment work, already well advanced, has been accelerated 
even more through the organized efforts of the sponsors and other cooperating 


agencies and organizations. A few examples of progress in Public Law 566 
projects follow : 
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Hatch Valley Arroyos, N. Mex—The Hatch Valley Arroyos watershed project, 
sponsored by the Caballo Soil Conservation District covers 14,500 acres in Dona 
Ana County, N. Mex. Federal participation in the installation of the planned 
work was authorized in June 1956. Three of the 6 planned floodwater-detention 
structures were scheduled to be completed by August 1957 and the other 3 during 
the spring of 1958. The completed project will protect some 1,500 acres of 
highly productive irrigated cropland, the community of Garfield, irrigation canals, 
and other property from flood runoff originating in the six small tributary water- 
sheds. Land-treatment measures in these small tributaries will be installed and 
maintained by the Bureau of Land Management. The entire project is estimated 
to cost $230,000 and is scheduled for completion in 1961. 

Silver Creek, S. Dak.—The Silver Creek watershed project, covering 32 square 
miles in Minnehaha County, was approved for operations on March 12, 1957, 
as the first project authorized under Public Law 566 in South Dakota. The 
project is planned for completion in 1961 at a total cost of $383,600, of which 
about $122,850 will be non-Federal cost. 

Of the 130 farmers in the watershed, 81 were cooperating with the Minnehaha 
Soil Conservation District which is sponsoring the watershed project. More 
than 45 percent of the planned land-treatment measures are already applied, 
most significant of which are 38 of the needed 163 miles of terraces and 215 of 
the needed 285 acres of waterways development. Special emphasis is being given 
to the installation of the balance of the needed land-treatment measures above 
the six planned floodwater-retarding structures by priority cost-sharing assist- 
ance through the agricultural conservation program, soil conservation district 
assistance, an intensive educational campaign and the cooperation of officials of 
the city of Sioux Falls. A recent 6-inch rainstorm demonstrated the effectiveness 
of conservation land-treatment measures already on the land and created even 
more interest in pushing all phases of the watershed project ahead to completion. 

The first floodwater-retarding structure is scheduled to be installed during 
the 1958 fiscal year and the next 2 in 1959. More than 75 percent of the planned 
land-treatment measures will be installed above these structures before con- 
struction is started. The 13.3 miles of channel improvement work planned 
will be constructed after the floodwater is controlled by the land treatment and 
structural work above the stream channels. 

Harmony Creck watershed, Iowa—The Harmony Creek watershed project 
covers 3,100 acres of privately owned land in Harrison County, Iowa. This 
small tributary of the Boyer River has contributed tremendous volumes of sedi- 
ment to the Missouri River system as a result of the sheet erosion and severe 
gullying of the deep loessial soils. Approved for operations on March 19, 1956, 
the project is scheduled for completion in the fiscal year 1959. All 24 of the 
farmers in the project area are cooperators with the Harrison County Soil Con- 
servation District, and have already applied 85 percent of the needed conserva- 
tion land-treatment practices. Easements have been cleared for the six planned 
floodwater-retarding structures and all of them were either under construction 
or invitations to bid scheduled to be issued by October 1, 1957. Total cost of 
the project is now estimated at $202,810 of which $145,590 is the estimated 
Federal share. 

Saar Creek watershed, Washington.—The Saar Creek watershed project, 
covering 17.5 square miles in Whatcom County, Wash., was approved for opera- 
tions on February 14, 1957. Structural work planned consists of 13.3 miles of 
channel improvement in Saar Creek, Mud Slough, and the Sleasman ditches. The 
total rr-ject cost is estimated to be $348,600, of which $178,124 is the Federal share. 
The Whetcom County Soil Conservation District and Drainage Improvement 
District No. 15 of the Whatcom County sponsor the project. The costs of the 
agricultural water-management benefits for the drainage values of the channel 
work are shored by the local sponsors. All necessary easements and rights- 
of-way have been recorded and construction contracts were awarded in Septem- 
ber 1957. The plan contemplates that all construction will be completed by 
Sentembher 1959, 

Stony Brook watershed, New Jersey—The 48-square-mile Stony Brook 
water hed rroject in Mercer and Hunterdon Counties, N. J., was approved for 
operations in October 1956. It is designed to reduce sedimentation of Carnegie 
Lake to a minimum by acceleration of flood-prevention land-treatment work 
and the construction of nine debris basins. Irrigation water will be stored 
in one structure. After considerable delay because of a State proposal for a 
water-supply reservoir on the main stem of Stony Brook in the project area, 
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consideration is now being given by the sponsors to revision of the work plan 
to include some provisions for storage of public-water supplies in multiple-pur- 
pose structures. 


Watershed project demonstrates substantial benefits in Arkansas 


An interim progress report of the watershed-program evaluation of the Six 
Mile Creek pilot watershed project in Arkansas, covering the period 1954 
through 1956, was published jointly by the Agricultural Research Service and 
Soil Conservation Service in July 1957. Benefits of the 6 floodwater-retarding 
structures installed prior to spring storms of 1955 and the 14 floodwater-retard- 
ing structures operating during 1956 storms were reported showing an estimated 
reduction in flood damages of $8,550. An estimated total benefit of $25,005 would 
have resulted during these 2 years if the entire planned program had been 
completed and damages from floodwater and sediment would have been only 
about $2,315. Benefits for values other than for flood prevention were not 
evaluated in the report but are substantial. They include increased farm re- 
turns from installation of land-treatment measures and varied uses of water 
stored in the sediment pools. Heavy rains in the spring of 1957 were not 
included in the published evaluation but are estimated to have reduced flood 
damages by 50 percent with the planned program about 80 percent installed. 
Oklahoma project passes flood tests 

The Double Creek pilot watershed project in Washington and Osage Counties, 
Okla., was tested by six rainstorms of unusual size and duration between April 
19 and June 11, 1957. Each of the six storms would have caused severe flood 
damage had the project improvement measures not been installed. Before these 
storms about 70 percent of the needed land-treatment measures had been applied 
to the land and all of the 6 planned floodwater-retarding structures were in 
place. There are 40 landowners with about 2,250 acres of flood plain along 
Double Creek and its tributaries which have flooded frequently in the past. No 
flooding actually occurred from the storms of April 19, April 23, May 16, and 
May 21 although from 1,200 to 1,770 acres would have been fiooded by similar 
storms prior to the project installations. 

During the severe May 26 storm, with the soil already saturated following 
more than 8.4 inches of rain from 4 preceding storms, flooding was limited to 
about 1,000 acres. Without the installed program, flooding would have doubled 
and water would have been much deeper and caused even more damage. The 
greatest amount of downstream flooding occurred from the storm of June 11, 
when from 4.5 to 6.7 inches of rain fell, the soil was again presaturated and all 
structures were filled near capacity from previous storms. Detailed evaluation 
of the effect of the program in this storm, was not available but under these 
extreme conditions flood-reduction benefits were substantial. Although the ex- 
treme drought of the past 4 years have complicated the application of land- 
treatment measures, local people are convinced that the grass management, 
terraces, farm ponds, and proper land use are effective in preventing erosion and 
reducing and holding back the damaging floodwaters. Properly managed native 
grass on 1 of the ranches took up water 3 times faster than where the grasslands 
had been abused. 


West Virginia watershed project nears completion 


More than 2 miles of channel improvement and 7 of the 8 planned floodwater- 
retarding structures have been completed in the 5,325 acre Salem Fork water- 
shed pilot project in Harrison County, W. Va. The remaining flood-prevention 
dam will be installed and needed land-treatment work completed in 1958. Two 
intense rainstorms in 1956 demonstrated the effectiveness of even a partially 
completed flood-prevention program to the satisfaction of the local people. 
The multiple-purpose reservoir in Dog Run, a tributary to Salem Fork, has 
provided plenty of good water to the residents of the city of Salem as wel! as 
providing effective floodwater-detentiton values. Floods have damaged up to 
220 acres of agricultural land and 60 acres of the city of Salem in the past. 

Local enthusiasm for the project is high. Reforestation of the steep slopes 
is proceeding much faster than was planned. Conservation farm planning has 
been completed on 86 farms covering 5,125 acres. The final establishment of 
fencing for grazing control, contour farming, strip cropping, and other needed 
measures on these farms in the watershed will continue under the West Fork 
Soil Conservation District program with priority consideration for agricultural 
conservation program cost-sharing assistance after the project is closed in 1958, 
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Works of improvement reduce flood damages in Texas 

About $165,000 of floodwater and sediment damage was averted in the spring 
of 1957 alone by the land-treatment measures and flood-prevention works of 
improvement installed in the 4 pilot watershed projects in Texas. Although only 
37 of the planned 44 floodwater-retarding structures were yet in place and the 
installation of land treatment conservation practices has been hampered by 
severe drought since the projects were started in 1953, flood damages were re- 
duced from a probable $603,000 (without the improvement measures) to esti- 
mated damages of $437,200 during the April and May 1957, floods. 

In the Escondido Creek pilot project with 10 of the 11 planned floodwater dams 
and 47 percent of the planned land-treatment measures installed, damages were 
reduced from a possible $39,000 without the installation to about $9,000 from 
the April 20-21, 1957, storm. 

In the Calaveras Creek pilot watershed with 8 of the 9 planned floodwater- 
retention dams and only 10 percent of the planned land-treatment measures in- 
stalled probable damages of $36,000 without the project were reduced to $14,000 
from the storms of April 19 and April 29, 1957. 

In the Green Creek pilot watershed with all 13 planned floodwater-retarding 
structures working and 51 percent of the planned land-treatment measures in- 
stalled, damages from the April 26, 1957, storm with rainfall from 3.7 to 4.8 
inches were reduced from an estimated $45,000 without the installations to 
about $7,000 actual damage. Damage reductions in this project were about 
$33,000 in 1955 and $74,000 in 1956 when the planned structural measures were 
only partially installed. 

Two storms in April 1957 would probably have caused $205,000 damages in 
the Cow Bayou watershed pilot project before the project work was done. With 
6 of the 11 planned floodwater-retarding dams in place, damages from these 2 


storms were estimated to be $175,175. Five inches of rain in April and 8.3 
inches of rain again on May 11, 1957, centered above the completed dams and 
caused about $232,000 in damages downstream. Had the land treatment and 
6 floodwater dams not been installed, damages would probably have been 
$277,000 or more—a reduction of $45,000. Rainfall amounts and intensities ex- 
pected only once in 96 years were recorded at 1 rain gage stationed in the Cow 
Bayou project where only about half of the planned work was installed. Storms 
affecting the entire Cow Bayou watershed similar to the one of May 11, 1957, are 
expected only once in about 64 years. 

The installation of the remaining structural works of improvement planned 
in these four projects is scheduled by the end of 1958. Because of the continuous 
severe drought, the land-treatment phase of these watersheds will need to be 
continued beyond 1958 to complete the planned work. 


LOANS AND RELATED EXPENSI! 
REVISED LAW AUTHORIZES LOANS 


Under section 8 of Public Law 1018, 84th Congress, which amended Public 
Law 566 of the 83d Congress, loans are authorized to be made to local organiza 
tions to defray the local share of the cost of watershed protection projects. Since 
this law requires that all of the costs allocated for flood-prevention purposes ex 
cept the costs of easements and rights-of-way be paid from Federal funds, most 
of the loans are expected to be made for the local share of the cost of multiple 
purpose projects. The Farmers’ Home Administration will make loans under the 
provisions of this act for watershed projects which have been approved for the 
installation of works of improvement by the Administrator of the Service or by 
the appropriate committees of the Congress, if required. Project sponsors 
usually make local arrangements to secure funds needed for the costs of ease- 
ments and rights-of-way and the costs of contract administration although some 
applications for loans have included funds for this purpose. 

No loans will be made under this authority for the local costs of land-treat- 
ment measures installed in the project primarily for watershed-protection pur- 
poses even though the cost of these measures is usually a large share of the 
total cost of the project. These land-treatment measures benefit the lands upon 
which they are applied and the costs are normally borne by the individual land- 
owners rather than by the sponsoring organization. Federal cost sharing is 
available for most of these measures through the Department’s agricultural con- 
servation program and the soil and water conservation loan program. 
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No loans had been made under this authority by December 1, 1957, although 
more than 20 recent inquiries have indicated the need for financial assistance. 
Applications for loans have been accepted ever since the loan program was author- 
ized. Loan program procedures and regulations have been issued and prepara- 
tions are being made to service loan applications in the field offices of the Farmers’ 
Home Administration. 


EXAMPLES OF LOAN APPLICATIONS MADE 


The Locust Island Meadow Co. and the Thoroughfare Meadow Co., cosponsors 
with the Salem-Cumberland Soil Conservation District for the Silver Lake-Locust 
Island watershed protection project in New Jersey were early applicants for a 
loan of $30,000 to finance their share of the project costs. This project was 
approved for operations on May 22, 1957, and the sponsors expect to complete the 
loan arrangements in time for construction of the planned structural works to 
be started early in 1958. The construction work will consist of two large dikes 
with sluiceways to provide both flood-protection and drainage benefits. The total 
cost of the structural works is estimated at $181,692. The local share of the 
estimated cost is $32,775 including the cost of easements and rights-of-way and 
contract administration. The local share of the cost is allocated for the drainage 
benefits on the private lands of the members of the mutual, nonprofit Meadow 
companies. 

The Meggett-Hollywood Irrigation District of Charleston, S. C., has already 
made application for a loan of about $1,500,000 for the construction of an irriga- 
tion canal and appurtenant works in the proposed Toogoodoo Creek watershed 
protection project although the preliminary work plan is not yet complete. The 
planned canal will convey irrigation water for the production of vegetables and 
other high value crops. 

The Tackett Creek watershed drainage district of Holmes County, Miss., a 
cosponsor with the Holmes County soil conservation district proposes to borrow 
funds to defray the local share of the costs of the proposed Tackett Creek water- 
shed project. The local cost share of the structural measures estimated at 
$37,566. This includes the costs of easements and rights-of-way, contract admin- 
istration and the local share of the cost of channel improvement. The 6.5 miles 
of channel work will benefit the local landowners in the drainage district by 
providing drainage outlets. 


SURVEYS AND INVESTIGATIONS OF WATER RESOURCES 
AGENCY PARTICIPATION 
lunds for surveys and investigations of river basin areas for interagency pro- 


gram coordination purposes have been allocated to the cooperating agencies in 
the Department as follows: 


Agency 1957 obliga- 1958 esti- 1959 esti 

tions mate mate 
Soil Conservation Service_........ beta ae = $458, 943 $768, 227 $837, 400 
Forest Service sila a DUNE a i eee eo ied = 2 135, 782 73, 200 11, 000 
Agricultural Research Service...................-.. : 143, 007 158, 573 121, 600 
Total 4 oles i dimes 737, 732 1, 000, 000 1, 000, 000 


RIVER BASIN ACTIVITIES 


Section 6 of the Watershed Protection and Flood Prevention Act (Public Law 
566, 88d Cong.), as amended, authorizes the Seceretary of Agriculture to co- 
operate with other Federal, State, and local agencies in making investigations 
and surveys of the watersheds of rivers and other waterways as a basis for the 
development of coordinated programs. The Department is represented on the 
Interagency Committee on Water Resources which has been established to facili- 
tate the coordination of water and related land resource activities by the various 
member departments and agencies. Much of this work is done in the field. This 
requires that the Department maintain representation on various river basin 
interagency committees, which serve as points of contact between represent- 
atives of this Department and of other member departments and agencies and 
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the States in these basin areas, to keep all concerned mutually informed of the 
activities of the member agencies. The Department in 1957 maintained such 
representation on committees in the Arkansas-White-Red, Columbia, Missouri, 


Northeast and Pacific Southwest areas. In addition, surveys are being conducted 
in the following major river basin areas: 
Lower Mississippi River and tributaries project 

The Department of Agriculture is cooperating with the Mississippi River Com- 
mission in its review of the Corps of Engineers’ lower Mississippi River and 
tributaries project. This project proposal is of substantial importance to this 
Department because it would have a major influence upon the agriculture of the 
area and is closely related to watershed improvements needed on watershed 
lands. 

The Soil Conservation Service, Forest Service, and Agricultural Research Serv- 
ice are participating in the work with funds made available under this item. 
Work plan parties have assembled data, made field investigations, analyzed data 
and gotten underway a flow of reports to the Mississippi River Commission on the 
estimated effects on agriculture of proposed flood control, major drainage, and 
other improvements by the Corps of Engineers in various subareas. Nine reports 
on such subareas have been completed and others are in various stages of com- 
pletion. The remaining subarea reports are expected to be completed during the 
current fiscal year. A report summarizing the material developed and the prob- 
able overall effect of the proposed improvements on the agriculture of the lower 
Mississippi River area has been started during the current fiscal year 
Upper Colorado River storage project 

The Department is cooperating with the Department of Interior in a reap- 
praisal of the direct agricultural benefits expected to be produced by the partici- 
pating projects of the Colorado River storage project. Work is progressing in 
accordance with schedules established by the Bureau of Reclamation. The 
impacts of that project upon lands and improvements administered by this 
Department and the relationship between features and appurtenances of the 
projects surveyed and the watersheds in which they are situated have also been 
considered. The Soil Conservation Service, Forest Service, and Agricultural 
Research Service are the primary Department agencies participating in the work 
under this item. The land-grant colleges are cooperating. Representatives of 
the Farmers Home Administration and the State agricultural stabilization com- 
mittees and of various concerned State agencies have provided valuable nforma- 
tion and advice. 

Reports have been completed and transmitted to the Secretary of the Interior 
and the Director, Bureau ‘of the Budget, on the Vernal unit of the Central Utah 
project in Utah on the Paonia project in Colorado. A field draft report has been 
completed on the Hammond project in New Mexico. Fieldwork has been nearly 
completed in connection with the reappraisal of the Seedskadee project in Wyo- 
ming. Some soil and other data have been obtained about the Emery County 
project in Utah and the Smith Fork project in Colorado. 

Delaware River Basin 


The Department has responded to a request from the Corps of Engineers for 
cooperation in a survey and preparation of a Delaware River Basin water re- 
sources suryey report based on a projection of at least 100 years. The Soil 
Conservation Service, Forest Service, and Agricultural Research Service are 
participating in the work. Most of the cost of this survey has been paid for by 
the Corps of Engineers. 

Information is being developed on the present and estimated future water 
requirements for domestic, livestock, irrigation, and other rural uses for water 
and how these requirements can be met; on the effect of land treatment and 
structural measures for flood prevention and watershed protection on high and 
low streamflows and on sedimentation; and on the impact of possible reser- 
voir inundation upon agricultural production capacity and resources. 

Kansas River Basin in Kansas 

The Department has agreed to cooperate with the Kansas State Water 
Resources Board in a survey of that portion of the Kansas River watershed 
that lies in the State of Kansas to develop information on economically feasible 
upstream water-storage opportunities for agricultural and other local uses and 
for flood-prevention purposes. This information will be useful to the State of 
Kansas in making overall plans for use and development of its water resources. 
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It will be useful to the Department in connection with providing assistance in 
the development of work plans for small watersheds under the provision of 
the Watershed Protection and Flood Prevention Act. A work plan for the survey 
has been developed and the survey is underway. 

Cape Fear watershed in North Carolina 

In response to a request from the United States Corps of Engineers, agree- 
ment has been reached to cooperate with the Corps of Engineers and the State 
of North Carolina in a survey of the Haw River (a tributary of the Cape Fear 
River) Basin to develop information on economically feasible water storage 
opportunities there, together with sufficient examination of other tributaries of 
the Cape Fear River to ascertain the effects of possible projects and measures 
therein to determine their relationship with and impact on possible plans for 
the Haw River Basin. Information developed will be used to show the needs 
for water resource development in the Haw River Basin, various economically 
feasible development possibilities on the Haw, the degree and location of benefits 
to be provided by each, and estimates of the costs and benefits. A work plan 
for the survey has been developed and the survey is underway. 

Columbia River Basin : 

Information was developed by the Forest Service and made available to the 
Corps of Engineers on the relationships between various proposed reservoirs of 
the Corps of Engineers and the watersheds of streams upon which they would 
be located that lie within the national forests and upon the effect that the reser- 
voirs would have upon the use and management of the affected national forests 
and other forested watershed lands. Similar information relating to a few 
additional proposed reservoirs is being developed this year. 

Yazoo-Mississippi River Basin 

In response to a request from the Board of Water Commissioners, State of 
Mississippi, agreement has been reached to cooperate with that board in a survey 
of the Yazoo-Mississippi River Basin to develop and obtain through surveys and 
investigations necessary information to be used by the Soil Conservation Service 
in coordinating its programs with soil conservation districts and other local or- 
ganizations, agencies of the Mississippi State government, and other Federal 
-agencies, and to be used by the board of water commissioners to effectively ad- 
minister and assist in planning the physical aspects of water use and management 
in the Yazoo-Mississippi River Basin. A work plan is in process of development. 
Work is expected to begin about the middle of the current fiscal year and con 
tinue for about 3 years. 

Other cooperative surveys 

The Department in cooperating with the Chicago, LIl., division office of the 
Corps of Engineers in surveys on various streams in that division area to develop 
information for use by the Soil Conservation Service in providing information 
to soil conservation districts and to the Corps of Engineers on the effects of 
Corps of Engineers’ major drainage projects on land use and management. A 
request has been received from the Corps of Engineers for cooperation in a sur- 
vey of the portion of the Des Moines River watershed in Iowa above the Red 
Rock Reservoir. There are also prospects of requests for cooperation in surveys 
and investigations of the watersheds of the Potomac and Susquehanna Rivers 


FLoop PREV ENTION 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 
Program by activities: Works of improvement (total obliga- 
tions) | $12,157,844 | $14, 802, 697 $13, 220, 000 
3s . | | 
Financing | 
Unobligated balance brought forward bad —1, 740,205 | —1, 582, 697 
Recovery of prior year obligations : 336 
Unobligated balance carried forward : : 1, 582, 697 
Appropriation (new obligational authority) - 12, 000, 000 13, 220, 000 13, 220, 000 








Object 


SOIL CONSERVATION SERVICE 


Total number of permanent position 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average GS grade and salary 


01 Personal services 
Permanent positions 
Positions other than permanent 
Other personal services 


Total personal services 
02 Travel 
03 Transportation of things 
04 Communication services 
05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual services 
Services performed by other agencies 
08 Supplies and materials 
08 Equipment 
11 Grants, subsidies, and contributions 
13 Refunds, awards, and 
A wards for employee su 
15 Taxes and assessment 


indemnities 





estions 





rotal, Soil Conservation Ser 


ALLOTMENT TO FOREST 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average GS grade and Salary 


Average Salary of ungraded positions 
01 Personal services 
Permanent positions 
Positions other th 
Other personal se 








Total personal Services 


‘ rtation of thin 

04 Communication services 
05 Rents and ut services 
06 Printing and reproduct 
07 Other contractual services 








ervices performed by othe 
0S Supplies 
09 Equipment 


encies 


und materi 






10 Lands and structures 

11 Grants, sul es, and 
13 Refur ds, and inde 
15 ‘Taxes and assessments 


Subtot 


Deduct quarters and subsistence 


Total, Forest Servi 
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classification 


| 
1957 actual | 1958 estimate | 1959 estim 


ite 
700 | 7R2 TAR 
169 190 | 167 
778 | S91 | 859 
932 | 1, 029 998 
6.3 $4,805 16.3 $4,796 | 6.3 $4, 791 














O00 


, 000 
4, 600 


3, 745, 600 

} 174, 000 

j 15, 000 

42, 000 

61, 000 

24, 000 

7, 67€, 000 6, 495, 700 

103, 000 97, 000 

SRS, 700 | 517, 000 

260, 000 250, OOO 

24. 000 } 205, 000 

738 1, 300 1. 290 

1, 896 7,000 6, 500 

8, 930 11, 900 10, 000 

10, 641, 133 13, 030, 965 11, 644, 000 
106 130 +) 

179 219 5 

268 317 53 

219 221 200 

6.6 $5,025 | 6.7 $5,085 | 6.7 $5. OR6 
$4, 329 $4, 405 $4 405 
$395, 260 $444, 36 $444, 364 
409, O89 320. 100 
14, 779 38 O06 
819. 128 1, 026, 900 RAH2. 470 
19, 5&9 ) ARO 

4 4 575 

12, 06: 12, 06 

14, 250 4, 250 

875 75 

918. 405 207, 307 

178, 940 168. 040 

x 166 190. G89 

108 ; 1x 

74 ‘74 

66, 360 67, 458 

&, 020 5. 700 

1, 545, 497 1, 801, 232 1. ¢ ) 
28, 726 29 5M) | 20 O00 

1, 516, 711 1, 771, 732 1, 576, 000 
12, 157, 844 14, 802, 697 13, 220, 000 


Mr. Wuirren. In connection with flood prevention, I would like 
to have pages 230 through 247 of the justifications included in the 


record at this point. 


(The pages referred to follow 


Flood prevention 


Appropriation Act, 1958 and base for 1959 


Budget estimate, 1959 


:) 


1 


>, 220, OOO 
3, 220, 000 
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Project statement 


Project 1957 1958 (esti- 1959 (esti- 
mated) mated) 
1. Works of improvement $12, 157, 844 | ' $13, 220, 000 $13, 220, 000 
1956 appropriation available in 1957___. —1, 740, 205 
1957 appropriation available in 1958____- i 1, 582, 697 “ 
Recovery of prior year obligations_- since —336 
Total appropriation or estimate d : 12, 000, 000 13, 220, 000 13, 220, 000 


1 In addition, $1,582,697 is available from prior-year balances. 
Distribution of funds to watersheds 


1958 availability 





Balances carried 1959 

Watershed 1957 obli forward from 1957 budget 

gations Total 1958 appro- esti- 

svail- priations mates 

ible From dis- Works of 
continued | improve- 
ictivities ment 
i (2) 3 (4 5 (6) 7 
Buffalo Creek, N. ¥ $324, 152 $383, 683 $47, 683 $336, 000 $336, 000 
Colorado (Middle), Tex 1, 376, 964 1, 573, 257 45, 257 1, 528, 000 | 1, 528, 000 
Coosa, Ga., Tenn 535, 597 608, 509 37, 509 571. 000 571, 000 
Little Sioux, Iowa, Minn 800, 026 R52, SRH $336 186, 250 666, 000 666, 000 
Little Tallahatchie, Miss 938, 788 997, 801 180, 801 817, 000 817. 000 
Los Angeles, Calif 673, 227 1, 512, 894 541, 804 971, 000 971, 000 
Potomac, Md., Pa., Va., and 

Ww. 441, 054 788, 757 161, 757 627, 000 627, 000 
Santa Ynez, Calif 151, 713 176, 794 13. 794 163, 000 163, 000 
Trinity, Tex 2, 411, 316 2, 794, 221 111, 221 2, 683, 000 | 2, 683, 000 
Washita, Okla 2, 340, 352 2, 843, 600 157, 600 2 686, 000 | 2, 686, 000 
Yazoo, Miss 2 008, 545 1, 970, 595 98, 595 1, 872, 000 | 1, 872, 000 
Emergency measures 156, 110 300, 000 300, 000 300, 000 
Total 12, 157, 844 14, 802, 697 336 1, 582, 361 13, 220, 000 113, 220, 000 
Includes $143,899 of unobligated funds for emergency measures which has been allotted to this water- 


‘ wr obligation in 1958 


STATUS OF PROGRAM 


CURRENT ACTIVITIES 


The Flood Control Acts provide (1) for control of floods by main-stream 
control works for which the Department of the Army is responsible; and (2) 
for the reduction of floodwater, sediment, and erosion damages and the prevention 
of floods by installation of watershed improvement measures for which the 
Department of Agriculture is responsible. The work of this Department under 
this item is carried on in the 11 watersheds authorized by the Flood Control 
Act of 1944. It consists of: ; : 

(a) the preparation of detailed subwatershed or functional work plans which 
specify the kind of improvements to be installed for flood prevention, their 
location, and the work schedule ; 

(b) the installation of works of improvement, such as diversions, dikes, gully 
stabilizing and water retarding structures, debris and desilting basins, floodways, 
stream-channel improvement, fire protection and woodland improvement meas 
ures, etc., to reduce flood, erosion, and sediment damage and retard runoff and 
control its movement into the main streams ; and 

(c) the acceleration of land treatment measures to prevent erosion and pro- 
tect the structural works of improvement from flood and sediment damage. 
Proposed improvements by the Department are correlated with and designed 
to protect mainstream work by the Corps of Engineers, the Bureau of Reclama- 
tion, and others, in addition to providing protection to the watershed lands 
and property above the mainstream works. 
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The proper and continued maintenance of installed measures is the key to 
the long-time effectiveness of the watershed improvement programs. Land- 
owners and operators generally maintain conservation and other measures which 
benefit primarily the lands upon which they are installed. Local units of gov- 
ernment have the responsibility to maintain the measures which provide pri- 
marily off-site benefits. 

PROGRAM ASSIGNMENTS 


The Soil Conservation Service has general responsibility for administration 
of the work of the Department authorized under the Flood Control Acts. The 
Soil Conservation Service and the Forest Service carry out the planning and 
installation of flood prevention works of improvement and land treatment meas- 
ures in the authorized watersheds. The Forest Service activities are con- 
cerned with (a) all national forests and other lands in the authorized watershed 
that are administered by the Forest Service; (0) all range land in or adjacent 
to national forests and used in conjunction with such forests under formal agree- 
ment with the landowner; and (c) certain specialized technical assistance on 
other forest lands within the watersheds. The Soil Conservation Service 


Vi ac- 


tivities are concerned with all other private and public lands in the watersheds 


EXAMPLES OF RECENT PROGRESS 
ALLOCATION OF FUNDS FOR WORKS OF IMPROVEMENT 
Funds available for planning and installation of flood prevention works of 


improvement are allocated between the Soil Conservation Service and the 
Forest Service as follows: 





A 1ev 1957 1958 funds 1959 
obligations ilat esti t 
Soil Conservation Service $10, 641, 133 $12. 730, 965 £11, 344, 00 
Forest Service 1, 360, 601 1, 771, 732 576, 000 
Emergency measurt 156, 11¢ 00. 000 w Of 
Total. 12, 157, 844 14, 802, 69 13, 220, 00 
The following table provides a breakdown bv watersheds of the allocations 
for 1958 and 1959 shown above: 
1 lat enc 1959 budcet estimat 
listribut listribut 
Weters! 
( I Soil Con | 
ion ce Tot rvatior t 
f sf 
Buffalo Creek, N. Y $377, 857 $5, S2k $383, 623 $335, 700 $300 $336, 00! 
2. Colorado (Middle), Tex 73, 257 1, 573, 257 1, 528, OO 1, 528, OO 
3. Coos Ga., Tenr 55, 899 5? 610 608, 509 Amy 100 19. 900 71 Oy 
4. Li ‘ va. Minn R52. 5Ré R52, 586 666, 000 666, 000 
5. Li i¢ 795.7 a O80 997. 801 H44 ) | 100 817, OO 
6. I f 00, 26 712, 633 1, 512, 894 208, 600 762, 406 171. OOK 
” Pe | ‘ - , 41) @1 7RR. 757 506. 400 39. 600 697. 000 
g g lif 13. 677 163. 117 176, 794 $5, 100 117, 900 163, 000 
9. Tr 704, 221 2. 794, 221 2, 683, OOO 2, 683, O00 
10. Wa : R4 ( R4 ) 2. 68 4K) . 686. 000 
11. Yazo fi 1 27 741 FO4 R54 1. 970, 59 1, 399, 809 $72, 200 1 879? OM 
12. I 300. 000 300, 000 300. 000 300. 000 
Tot 45 11. 771.72 14, 802.697 | 11, 644.090 |1.576. 000 113. 220. 900 
1 Under authority of sec. 216 of the Flood Control Act of 1950. not to exceed $300,000 may bee nded eacl 
fiscal vear for emerger 48 her fire, flood or anv other nat1ral element or force has ea lasudden 
impairment of the watershed mount is n uded in the amounts proposed for distribution to the 





individual watershed However, any balances not needed for emergency measures as provided by the act 
are distributed later in the year to those watersheds where the greatest need exists and where the local 1 
have provided easements and rights-of-way to permit insta!lation of additional works of improvm 
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WATERSHED WORK PLANS AND IMPROVEMENT MEASURES 


The Department, in cooperation with soil conservation districts, watershed 
organizations, and other local, private, and public agencies, is planning and 
installing watershed improvement measures in all of the 11 authorized water- 
sheds. In order to provide consistency between the flood-prevention program 
and the watershed protection program (Public Law 566, 838d Cong., as amended) 
of the Department, which have similar objectives, the planning criteria, eco- 
nomic justifications, local sponsorship requirements, cost-sharing, structural 
limitations, and other procedures and policies used in the flood-prevention 
program have been adjusted to generally parallel those of the watershed protec- 
tion program insofar as possible within the provisions of the Flood Control Acts. 

As of June 30, 1957, work plans had been developed for 15,929,827 acres, or 
about 52.9 percent of the 30,102,774 acres in the authorized portion of the water- 
sheds. During 1957 work plans were revised and developed for 22 subwater- 
sheds in the 11 authorized watersheds. 

The following table lists some of the major watershed works of improvement 
which were installed cocperatively by the Department agencies and local co- 
operators in 1957, and those planned to be installed in 1958 and 1959: 


On the 
[ype of improvement Unit land 1957, 1958. esti- | 1959, esti- 
June 30, actual mate mate 
1957 
1. Floodwater retarding structures : | Number. 455 73 181 337 
2. Stabilization and sediment control struc- 
tures 
(a) Structures do i 6, 506 1, 319 118 307 
(b) Debris and desilting basins do 4 244 1, 100 1, 300 
Detention terraces Mile. 479 47 | 136 120 
3. Subwatershed waterway improvement._-__.-| .do il 141 63 
4. Stream channel improvement do * 1,111 141 221 340 
5. Diversion ditches and dikes .do d 756 126 323 254 
6. Floodways (channel excavation) do. 19 | 0.3 
7. Stabilization of critical runoff and sediment | 
producing areas: | 
(a) Roadside erosion control do . 2, 544 467 | 247 35: 
(b) Revegetation. Acre. _. 219, 375 37, 515 8, 990 | 7, 484 
&. Fire protection 
(a) Fire control trails and breaks. Mile 565. 1 103.9 | 36 26 
(b) Structures Number... | 97 3 | 10 | 12 
(c) Heliports and helispots do. | 301 | 11) 60 | 40 
(d) Mobile equipment. aakealens | 99 | 10 10 
Communication facilities: | | | 
(a) Permanent radio installations ot aes 370 32 | 7 | 6 
b) Telephone lines .-| Mile... | 262 | 32 15 | 15 


Buffalo Creek watershed, New York 


Total estimated Federal cost ascemnn Oo, Oth, Ce 
Total obligations through June 30, 1957 2,551, 302 


— ee my, 


This watershed is located in the extreme western part of the State and covers 
an area of 437 square miles, 21 square miles of which lies within the city of 
Buffalo. The watershed is drained by 3 subwatersheds, the Buffalo Creek 
subwatershed with 172 square miles; the Cayuga Creek subwatershed with 125 
square miles; and the Cazenoiva Creek subwatershed of 140 square miles. Work 
is carried out in the watershed in cooperation with Soil Conservation Districts 
in Erie and Wyoming Counties. Land-treatment measures are scheduled for 
completion in 1975 and structural measures in 1965. 

The application of conservation practices on the uplands has been in progress 
since 1946. There are 1,325 landowners who have cooperative agreements with 
the Erie and Wyoming Soil Conservation Districts. These agreements include 
109,561 acres of the land in the watershed. Practices applied include 3,735 acres 
of contour farming, 6,556 acres of perennial hay, 9,035 acres planted to trees, 
20,752 acres of woodland protected, 350 farm ponds, and 4,000 acres of strip 
cropping. 

Structural measures planned for installation consist mainly of stream channel 
improvement. Work on structural practices started in the fall of 1949. Thirty- 
three miles of stream channel has been stabilized. Approximately 25 miles of 
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stream channel work remains to be completed. The stream channel work has 
reduced inundation of valuable farmland and damage to buildings, roads, bridges, 
and public utility lines. It is estimated that approximately 50 acres of bottom- 
land has been saved from destruction from streambank erosion. Thousands of 
cubic yards of sediment has been prevented from being deposited in Buffalo 
Harbor. The dredging of the sediment is a costly operation. For example, the 
Corps of Engineers removed 140,000 yards of sediment from the harbor this year 
at a unit cost of $1.248 per cubic yard. Although it is difficult to determine 
the total sediment deposited in the harbor each year since annual maintenance 
dredging does not cover the entire harbor area, a study of dredging figures show 
a downward trend in maintenance dredging since 1952. 

Easements and rights-of-way for installation of structural measures are pro- 
vided by the Joint Board of the Brie and Wyoming Soil Conservation Districts. 
Through June 30, 1957, 237 easements had been secured and it is estimated that 
an additional 200 will be required for completion of the project. The joint 
board has expended over $12,000 on the maintenance of the streambank work. 

Construction work is underway on a channel improvement contract amounting 
to $119,525 and two additional contracts are planned for awards in the 1958 
fiscal year. Designs are in progress for flood-prevention work on Tannery 
Brook and additional streambank protection work in the Cazenovia subwater- 
shed. Structural measures on the Buffalo Creek subwatershed should be com 
pleted by force account work in 1958. 


Viddle Colorado River watershed, Texas 


Total estimated Federal cost S20, STO, GOT 
Total obligations through June 30, 1957 $ 024, 699 


This watershed comprises 4,408,000 acres in the middle section of the water 
shed of the Colorado River of Texas. Practically all the land within the water 
shed is privately owned. 

This watershed has been divided for planning purposes into 14 subwatersheds. 
Flood-prevention work plans have been developed for 7 of these which cover 
2,652,630 acres. Although this entire watershed has been plagued by drought 
during the past 7 years, good progress is being made in the application of land- 
treatment practices. The following land-treatment practices were on the land 
July 1, 1957: 


Cover cropping neres 5S, 612 
Range seeding do 12. 6S6 
Pasture seeding do 9. 905 
Terracing miles 12, 427 
Diversion construction 5 do OOO 
Pond construction each 7, 160 
Waterway development acres 1,111 


The local people have secured all needed easements, rights-of-way, and road 
and utility changes for 72 floodwater retarding structures in 4 subwatersheds 
By June 30, 1957, 36 floodwater retarding structures, 2 floodways, and 4 flood- 
water diversions had been completed. During the fiscal year 1958, 18 floodwater 
retarding structures will be constructed in Brady Creek, lower San Saba River, 
and Clear Creek subwatersheds. There will remain to be constructed, after the 
fiscal year 1958, 9 floodwater retarding structures in the Brady Creek subwater 
shed, 7 in lower San Saba River, and 2 in Clear Creek subwatershed. Most of the 
easements have been secured on the 10 floodwater retarding structures in Muke- 
water Creek subwatershed and the 8 structures in the upper construction unit 
of Jim Ned Creek subwatershed. 


Coosa River watershed, Georgia and Tennessec 


Total estimated Federal cost $8, 147. 053 
Total obligations through June 30, 1957 1, 980, 9O8 


This project covers 2,092, square miles, of which 99 percent is located in 12 
counties in northwest Georgia, and 1 percent is located in Polk County, Tenn. 
Approximately 16 percent of the project is publicly owned, with 190,000 acres in 
national forest land, 2,500 acres in national battlefield sites, and 38,239 acres 
in and adjacent to Allatoona Flood Control Reservoir constructed by the United 
States Corps of Engineers. It is sponsored by the Atlanta, Coosa River, Lime 
stone Valley, and Upper Chattahoochee River Soil Conservation Districts 
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The watershed has been subdivided into 17 subwatersheds, and detailed work 
plans have been completed on 5 of these. Detailed planning is continuing on the 
farm and woodlands of additional subwatersheds. 

The land-treatment work estimated to be needed in the watershed at an esti- 
mated total cost to farmer cooperators of $5,605,000, is well started on the 
219,000 acres of cropland, 983,000 acres of woodland, and 30,000 acres of pas- 
ture. There are 1,769 district cooperators in the 5 subwatersheds, who have 
completed work plans, and 1,368 cooperators have basic plans covering 129,352 
acres. Some of the main accomplishments in the way of land treatment in the 
watershed are: 131 miles of road rights-of-way treated with grasses and leg- 
umes; 21,136 acres of pasture planted; 19,948 acres of perennial grasses planted 
on eroding critical areas; 1,208 acres of trees planted; and 249 farm ponds 
constructed. 

Easements and rights-of-way that have been recorded for the 30 floodwater- 
retarding structures constructed or under contract are valued at $51,325. 
Structural measures planned, and estimated total Federal costs, are: 165 
floodwater-retarding structures, at $3,103,000; and 560 miles of channel im- 
provement, at $523,000. The flood-retarding structures have a benefit-cost ratio 
of 2.12 to 1. Highteen flood-retarding structures were completed in prior years, 
and 5 were constructed in the 1957 fiscal year, T additional structures are under 
contract. Surveys and foundation drillings are in progress or completed on 
12 additional floodwater-retarding structures expected to be contracted in fiscal 
vear 1958. Of the 560 miles of stream channel improvement planned, 26 miles 
have been completed. 

One of the floodwater-retarding structures in Settingdown Creek subwatershed 
was constructed with a county roadway across the top of the dam. The Forsyth 
County Commissioners paid the additional cost for this feature included in 
construction of the dam. 


Little Sioux watershed, Towa and Minnesota 


Total estimated Federal cost = ee ; $25, 568, 552 
Total obligations through June 30, 1957 


a re 8, OSS, 644 


The total area of this watershed is approximately 4.500 square miles or 
2. SSO0,000 acres. It is 135 miles long and at its greatest width is 50 miles. The 
lower or south two-thirds of the watershed uplands comprising 1,714,000 acres 
constitutes the area authorized for flood-prevention assistance. The soils are 
of loessal origin where wind-blown materials are commonly 25 to 50 feet in depth 
or more. Sheet and gully erosion are severe problems in this area. Gullies 
commonly are 20 to 40 feet deep and have developed to over 50 feet in depth. 
Many of the most fertile areas in the watershed, the valley floor section of the 
small tributaries, are being rapidly destroyed for cultivation by severe gully 
erosion. More than 300 square miles of the larger valley-bottom croplands are 
frequently damaged by sediment deposits and flooding from these smaller 
tributaries. 

Twelve soil conservation districts make up the Little Sioux Works Committee 
which provides overall guidance and which established “priorities for assistance” 
under the program. 

Thirty-two subwatershed work plans covering 55,500 acres have been devel 
oped. Principal works installed under those work plans are 126 floodwater- 
retarding structures, 260 grade stabilization and sediment-control structures, 55 
miles of channel improvement, 12 miles of diversions, 14 miles of dikes, 9 miles 
of floodway construction, and 478 miles of detention-type basin terraces. At 
present, 295,000 acres of row crops in the watershed are farmed on the contour, 
3.300 acres of waterways have been developed, and 2,300 miles of cropland 
terraces have been installed. 

In June 1957, the parts of the watershed were subjected to high intensity of 
rainfall. Approximately 8 inches of rain fell in a short time on the Anthon 
subwatershed. Flood prevention measures in this watershed functioned ex 
tremely well. According to local people, the drainage ditch flowed no more than 
60 to 70 percent full and the town suffered practically no damage. It was 
estimated that $50,000 damage was prevented by the subwatershed treatment 
installed before this storm occurred. 

Sasin terraces were installed in the Little Sioux watershed on a trial basis 
4 years ago. They are designed to collect and hold the runoff slopes too steep 
to be cropped. A protective cover of grass or trees is planted on the steep slopes 
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and basin terraces. The control of runoff from the steep slopes by these terraces 
permits the better land down the slope to be used for row crops under con- 
servation farming systems. Without the basin terraces the entire slope would 
have to be planted to permanent vegetative cover to protect it from erosion 
Basin terraces have performed very well during the high intensity rainstorms 
of the past 4 years and their use is spreading throughout the State of Lowa. 


Little Tallachatchie River watershed, Mississippi 


Total estimated Federal cost } ee ae ; _ ae $14. 297, 989 
Total obligations through June 30, 1957__- oo tal eran 4, 765, 901 


This project covers 1,506 square miles, of which 98,250 acres are in the Sardis 
Reservoir purchase area and 99,000 acres in the Holly Springs National Forest. 
The remainder of the watershed is owned by private interests, mostly small 
farm units ranging in size from 40 to 160 acres each. The estimated total cost 
of installing flood-prevention and land-treatment measures is $15,052,700. It is 
estimated that local interests will provide about 50 percent of the cost of in- 
stalling these measures. The allocation of Federal and non-Federal costs, how- 
ever, will vary by type of measures. 

Planned land-treatment work, estimated to cost the local farmers $5,536,000, 
is well underway. Over 5,600 acres of trees have been planted on the Federal 
lands, most of which are now considered to be in good condition generally. A 
good fire-prevention program supported by the State and county is in effect 
over the entire watershed, protecting approximately 400,000 acres of woodland. 
Rapid progress is being made toward converting 76,439 acres of idle land to 
pastures, woodlands, and cropland. Basic conservation plans have been prepared 
in cooperation with over 4,000 farmers, mure than two-thirds of the operating 
units in the watershed. One of the most significant items of progress is the 
amount of tree planting on critical lands. The ACP has extended priority cost- 
sharing assistance in the watershed, particularly for tree planting. To date, 
approximately 36,000 acres have been planted to trees. On less critical lands, 
about 30,000 acres have been planted to grasses and legumes Among the other 
more significant works of improvement installed are 704 stabilization and sedi- 
ment-control structures, 156 miles of diversion ditches, 125 miles of roadbank 
erosion control, and 244.1 miles of channel improvement. 

Progress in construction of floodwater-retarding structures has been slow. 
Within the past year, the local people have shown more and more interest in 
the structural program and are now more willing to provide the necessary ease- 
ments and rights-of-way for these structures than ever before. Contracts for 
six floodwater-retarding structures were awarded last spring. Twelve of these 
dams are scheduled for construction during the fiscal year 1958, a rate which 
is planned to be maintained for 12 years in order to reach the goal of 150 and 
to complete the entire project by 1968. 


Los Angeles River watershed, California 


Total estimated Federal cost 4 $19, 350, 496 
Total obligations through June 30, 1957 ; 8, 273, 761 


This watershed covers a total of 536,909 acres and is located almost entirely 
within Los Angeles County. Forty-three percent of the area is rough, broken, 
foothill and mountain land in the upper reaches of the watershed, and the remain- 
ing 57 percent is benchland and valley, of which, at the time the project was 
authorized, about 22 percent, or 116,065 acres, were devoted to agriculture and 
grazing use. Since the authorization of the project there has been a material 
increase in urban development of the area, with a corresponding decrease in 
land available for agricultural use. 

Rainfall is usually of short duration and relatively high intensity, which cause 
high flash flood flows. Watershed erosion is extremely high, and the sediment 
from the steep watershed canyon is deposited on the relatively flat alluvial slopes 
of the valley floor. The channel across the valley to the Los Angeles River 
is of inadequate size for normal winter runoff. 

Under the basic memorandum of understanding between the Department of 
Agriculture and the local agencies directly concerned, the Secretary of Agricul- 
ture, through the Soil Conservation Service, agreed to assist the Los Angeles 
County Flood Control District in the prosecution of flood-control works of im- 
provement in minor channels at locations for which no treatment was proposed by 
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either the Corps of Engineers or the flood-control district, and in the prosecution 
of farmland improvement and treatment on approximately 100,000 acres of 
agricultural land. Through the Forest Service, the Secretary of Agriculture 
agreed to assist local agencies with fire control, cover improvement, road im- 
provement, and mountain channel improvement measures on private lands and 
on the 145,000 acres of the Los Angeles National Forest in the mountainous area 
of the watershed. 

The San Fernando Valley Soil Conservation District coordinates the coopera- 
tive flood-control program on the Los Angeles River watershed. The soil-conser- 
vation district directors take leadership in determining priority of work, securing 
cooperation of the landowners, and in coordinating and scheduling work consist- 
ent with the rapidly changing land use. 

The local cooperating agencies furnish all rights-of-way, arrange for and 
bear the entire cost of all utility relocations and replacement of existing im- 
provements, operate and maintain the completed works, and pay 50 percent of 
the cost of construction of works of improvement on non-Federal lands. 

The Cooks Canyon project on the Los Angeles National Forest was completed 
during the year. This consisted of nine combination debris and channel stabiliza- 
tion structures of a new prefabricated concrete-crib type. Half of the cost of 
eight of them on private land was paid by the flood-control district. Tested by 
two 35-inch rainfall storms on the area of the Dunsmore fire, the upper structures 
retained all of the debris and no water or debris reached the large debris basin 
at the mouth of the canyon. 

The Forest Service also made test plantings of new exotic species from 
Africa in the effort to find more effective and fire-resistant vegetative cover for 
critical areas of the mountain lands. Fire prevention and control measures were 
continued, using 4,485 man-days of fire fighting financed with project funds. 

Work completed to date includes 14.27 miles of streambank and channel 
stabilization, 20.94 miles of channel-capacity improvement, 3.61 miles of sub- 
watershed waterway improvement, 7 stabilizing and sediment-control structures, 
and 1 desilting basin. Planning and installation of farmland-treatment measures 
has been essentially completed on that portion of the watershed within the San 
Fernando Valley Soil Conservation District. 

Detailed contract plans and specifications for 2.31 miles of channel improve- 
ment, including bridge replacements, have recently been completed. Detailed 
plans and specifications are being currently prepared for the improvement of 
2.75 miles of channel in 2 separate subwatersheds, and contracts for the con- 
struction of these improvements will be awarded in the fiscal year 1958. <A con- 
tract for professional engineering services is currently underway for preliminary 
designs and cost estimates for the Santa Susana Creek subwatershed. 

All local cooperating agencies are extremely well organized and are efficiently 
meeting their obligations relative to rights-of-way, contributed funds, and 
operation and maintenance. 


Potomac River watershed, Maryland, Pennsylvania, Virginia, and West Virginia 


Total estimated Federal cost ide ; __ $15, 510, 070 


Total obligations through June 30, i957__-- ; sects li re 


This project includes 4,205,400 acres of the Potomac River watershed above 
Hancock, Md., in the States of Maryland, Pennsylvania, Virginia, and West 
Virginia. Subwatershed work plans have been prepared and the installation 
of works of improvement is underway in the South River subwatershed in Vir- 
ginia and the New Creek-Whites Run and the Warm Springs Run subwatersheds 
of West Virginia, which comprise 200,172 acres of the total project area. The 
preparation of similar work plans is underway on the North River subwatershed 
in Virginia and the George’s Creek subwatershed in Maryland. 

About 85 percent of the area for which work plans have been prepared is 
woodland (116,846 acres) and 38 percent (75,322 acres) is used for pasture and 
cropland. All land in the watershed is privately owned except 31,700 acres 
of national forest and 16,600 acres of national-park areas. Land-treatment 
measures are being planned and applied on farmlands in cooperation with the 
Shenandoah Valley Soil Conservation District in Virginia and the Potomac 
Valley and BHastern Panhandle Soil Conservation District in West Virginia. 
These districts also sponsor the flood-prevention programs in the subwatersheds, 
coordinate the work of the local people and organizations, secure easements 
for and maintain the completed structural measures. 
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The planning and establishment of needed land-treatment measures on their 
farms by the local landowners is not progressing as fast as was planned, although 
their acceptance of conservation measures is improving. 

Thirty-seven floodwater-retarding structures are planned in the three sub- 
watersheds. Ten of these have been installed, three were under construction on 
July 1, 1957, and nine more scheduled for construction during the current fiscal 
year. About 2.4 miles of streambank has been stabilized, 3.5 miles of channel 
improved, and 5.4 miles of roadside erosion control completed. National-forest 
and national-park lands are receiving protection and management under their 
regular appropriations. 


Santa Ynez River watershed, California 


Total estimated Federal cost____- bots peraiads 
Total obligations through June 30, 1957 


$3, 791, 276 
ea Bs 1, 786, OT5 


The Santa Ynez River flood-prevention project, sponsored by the Lompoc Soil 
Conservation District, in south-coastal California, covers 900 square miles, of 
which 88.7 square miles are contained in subwatersheds on which work plans 
have been developed. Essentially all of these lands lie in the westerly portion 
of the Santa Ynez Basin and are privately owned. Flood flows from deeply 
entrenched canyons debouch onto highly fertile, intensively cultivated lands used 
for vegetable and flower seed production. With each flood-producing storm, 
sheet and gully erosion take place on lands outside the flood plains. Structural 
measures are designed to prevent degradation of entrenched gullies and to 
confine floodwater to improved channels across the flood plains. Land-treatment 
measures are applied to prevent sheet erosion and to improve soil fertility. Fire 
prevention measures are planned to maintain ground cover in the headwater 
portion of the watershed. 

Planned land-treatment measures, estimated to cost local farmers $155,521, 
are well advanced on the 14,200 acres of cropland and 42,500 acres of rangeland 
Of the 267 farmers in the subwatersheds, 181 are district cooperators with 169 
basic farm plans prepared. More than 92 percent of the land-treatment measures 
have been applied, most significant of which are 33 miles of diversion terraces, 
886 drop spillways, 6,120 acres of cover cropping, 36,880 acres of rotation 
grazing, and 124 farm ponds constructed. 

The sponsors, townspeople, and farmers are well organized and enthusiastic. 
Accomplishments of the Lompac Soil Conservation District board of directors 
have been outstanding. They have negotiated 32 contracts for flood-prevention 
works of improvement, for which they were reimbursed by the Federal Govern- 
ment. Land-treatment work has been given highest priority for ACP assistance, 
and will be installed well ahead of schedule. The Forest Service has constructed 
fire trails and other works to make large tracts of previously inaccessible areas 
accessible for fire suppression on the 221,000 acres of national-forest lands 
located in the headwaters of the Santa Ynez River Basin. Preplanning for fire 
suppression was completed on 59,100 acres and has high priority for completion. 

Easements and rights-of-way valued at $97,365 have been recorded for 46 
landowners. These cover all of the flood prevention works installed on private 
lands to date which include 107 stabilization and sediment control structures, 
8 silt and debris basins, 3.12 miles of outlet construction, 5.8 miles of channel 
stabilization, 9.72 miles of diversion waterways, 3.03 miles of floodways, revegeta 
tion and stabilization of 126.6 acres of critical areas, as well as moving 54,719 
cubie yards of earth for levees and dikes. The construction of flood-prevention 
measures has changed the economy of the area by permitting the growing of 
winter crops of commercial flower seed, vegetables, and orchards. 

Field surveys have been completed, preparatory to work-plan preparation in 
the fiscal year 1958, for 1 floodwater-retarding structure, 3 sediment and debris 
basins, and approximately 1 mile of conduit with appurtenances for stormwater 
diversion in the Cemetery Canyon subwatershed. It is anticipated that designs, 
specifications, and land easements will be available for construction within this 
subwatershed in the fiscal year 1959 with works of improvement following in 
successive years on the remaining subwatersheds. 


7 } inity Pine r mate rahe d, Te ras 


Total estimated Federal cost : $80, 274. 576 
Total obligations through June 30, 1957 14, 518, 668 
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This watershed comprises the upper 8,272,260 acres of the Trinity River water- 
shed. Practically all the land in the watershed is privately owned. The water- 
shed has been divided for work plan development into 54 subwatersheds. Flood- 
prevention work plans have been developed on 31 of these subwatersheds, cover- 
ing 5,953,215 acres. However, due to changes in policies and criteria and ex- 
perience gained in the flood-prevention program, it has been found that 17 of 
the 31 planned subwatersheds will require varying amounts of replanning. 
These 17 subwatersheds include 3,059,190 acres. 

In spite of the drought of the past 7 years, good progress has been made in 
the application of planned land-treatment work. Over one-half of the entire 
land area is covered by cooperative agreements with the 21 soil conservation 
districts within the watershed. On July 1, 1957, the following amounts of land 
treatment practices had been applied : 


eo a RE ee 


skins axes eines’ ____aeres__ 931, 465 


INE PIN Soi atic na apt sinc seg i element eet de nic ctbniiee tence ee 
POR CUCU. oo tcc bk odie eeatiowi eG ee eee, Te 
hie iB cdi din i cdi ep uptinalaaen cnc math cain ee cite k etek ce eee miles.__ 17, 465 
BVOTSIOM.. CONGLTNCTION «0 cdinnemdckactandadnes Je peer ee aie. ; 1, 235 
PT COMET as so cece 3 Be 5 a eo Sa ee 
Wr Mtlrway Gevaruminent. 3 eh a A ete Se _.__acres_.__ 28, 970 


One hundred and forty-seven floodwater-retarding structures were completed or 
under construction on June 30, 1957, together with 1.6 miles of floodways, 28.8 
miles of floodwater diversions and 79 grade-stabilization structures. All the 
planned structural measures have been completed in six subwatersheds. 

Forty-eight floodwater-retarding structures and one grade-stabilization struc- 
ture are planned for construction during the fiscal year 1958 in eight subwater- 
sheds. These subwatersheds are East Fork above Lavon, Pin Oak Creek, Elm 
Fork, Sister Grove Creek, Clear Fork, Big Sandy Creek. Chambers Creek, and 
upper East Fork laterals. ? 

The local people within the Trinity River watershed have secured all needed 
easements, rights-of-way, and road and utility changes on all planned structures 
in 14 construction units. There are 129 floodwater-retarding structures within 
these construction units, the estimated Federal cost of which is $6,476,892. In 
addition to the 14 construction units with all needed easements secured, there 
are 8 other units with most of the easements expected to be secured within the 
fiscal year 1958. There are 98 sites planned within these 8 construction units, 
the estimated Federal cost of which is $4,789,914. 

During the past spring, the structurad works of improvement within the Trinity 
River watershed were subjected to storms of unprecedented intensity and 
amount. During the period April 19 to June 3, as high as 42 inches of rain- 
fall was recorded in some areas, with 30 to 35 inches being average. Only a 
comparatively small amount of damage was done to the structures, and they 
all functioned as planned. It is conservatively estimated that the 138 flood- 
water-retarding structures completed at the time the storm began prevented 
over $1 million in damage. 


Washita River watershed, Oklahoma 


Total estimated Federal cost_-___-___________- 


ihc heeds cect Seem SUE 
Total obligation through June 30, 1957 


cae eoeel -- 12,917, 589 

This watershed, consisting of 7,961 square miles, is divided into 64 subwater- 
sheds for work plan development and operation. The program consists of 
reduction of floodwater and sediment damages through a coordinated program 
of land treatment and structural measures. In addition, storage for irrigation 
and municipal water supplies are included where local people wish to provide 
the necessary funds for the added cost. 

The local soil conservation district board and watershed associations are 
sponsors of each subwatershed, and the Service works closely with the Washita 
Council of Soil Conservation Districts for overall leadership. The council con 
sists of members of district boards and watershed associations 

Good progress is being made on the land treatment phase of the program As 
of January 1, 1957, 12,350, or two-thirds of the farmers and ranchers in the 
watershed, were soil conservation district cooperators. Their holdings cover 
3 million acres of the 5 million acre total area. Over 10,000 farmers have basic 
conservation plans, and one-third of these are completely applied. About 70 











percent of the planned practices have been applied on the land. In relation to 
total conservation needs, 50 percent of the terracing, 60 percent of the conserva- 
tion crop rotation, and 42 percent of the range seeding has been applied. Proper 
use of range has been reported on 1 million acres, which is 39 percent of the 2% 
million acres needing this practice. 

Contracts have been awarded on 60 floodwater-retarding structures during 
this fiscal year. One hundred and ninety structures have been completed or con- 
tracted to date. This represents 21 percent of the needed works of improvement 
on the 64 subwatersheds. All planned works of improvement and most of the 
land treatment measures have been completed on eight of the subwatersheds. 
Work plans developed to date total 26, covering 3,215 square miles, or 41 percent 
of the watersheds. 

The Bureau of Indian Affairs has assisted in the preparation of these work 
plans and in carrying out the land treatment on farms under its jurisdiction. 
The Forest Service participated in developing the Dead Indian-Wildhorse Creek 
work plan where a floodwater-retarding dam is planned on lands administered 
under title III of the Bankhead-Jones Farm Tenant Act. The Forest Service 
has also developed a recreational plan for the site. 

During the spring floods in Oklahoma the completed projects were tested with 
rainstorms up to more than 9 inches in a 24-hour period. During one storm on 
Sandstone Creek on April 18, 1957, the benefits from the reduction of flooding 
amounted to more than $19,000. On the lower end of the Washita the benefits 
from the reduction from floodwater and sediment damages on 2 completed sub- 
watersheds—Owl Creek and Chigley Sandy Creek—amounted to $56,700. The 
storm of May 17 and 18 caused $1% million damage on 14 subwatersheds on the 
lower part of the Washita. Had the program been installed the damage that 
occurred would have been reduced by 71 percent. This $1 million benefit would 
have occurred to the farms along the tributaries and, in addition, the works of 
improvement would have greatly reduced the damages along the Washita 
main stem. 

The sponsors have obtained all the easements on the recently developed plans 
for Saddle Mountain Creek, South Clinton laterals, Panther Creek, Nine Mile 
Creek, and Colbert Creek. They are actively obtaining easements on other 
tributaries including Ionine Creek, Criner Creek, Finn Creek, Peavine Creek, 
Rush Creek, Wildhorse Creek, Round Creek, Tonkawa Creek, and Fast Runner 
Creek. 

Easements have been obtained, design and specifications prepared or now being 
prepared to construct 54 floodwater-retardation structures during the 1958 fiscal 
year and the accelerated land-treatment program will be continued. 


Yazoo River watershed, Mississippi 


Total estimated Federal cost itialalihine tna isa . $39, 339, 364 
Total obligations through June 30, 1957_-______-__-_~-. bats 8, 189, 922 


This watershed extends in a north-south direction from near the Mississippi- 
Tennessee line on the north to the vicinity of Yazoo City on the south. The 
area included in the project is 5,035 square miles or 3,222,400 acres. 

The largest single item of floodwater damage in the watershed is to crops and 
pasture. Portions of the watershed are severely eroded and gullied. Sediment 
material from these eroded areas is transported directly into streams or is de- 
posited on productive agricultural land. 

The estimated total cost of installing the watershed program is $54,005,400, 
of which local interests will provide 55 percent. Operations began in 1947 on 
a limited scale. Until the fiscal year 1957, the major emphasis was placed on 
treatment of critically eroding areas through vegetation and simple engineering 
measures. Some of the significant measures applied are as follows: 84,000 acres 
of tree planting, 42,000 acres of grasses and legumes, 3,640 stabilization and sedi- 
ment control structures, 420 miles of diversion ditches, and 1,370 miles of road- 
side erosion control. Approximately 9,000 basic farm conservation plans have 
been prepared. These cover 1,510,000 acres or about one-half of the land within 
the watershed. Good progress has been made in installing land-treatment 
measures. It is estimated that about half the measures included in the farm 
plans have already been installed. 

Eleven drainage districts with expanded authority under State law have been 
organized during the past 18 months. All future work plans will be made with 
these groups and the soil conservation districts jointly. Drainage districts have 
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authority to provide the necessary financing and the local people are responsible 
for acquiring easements and carrying out operations and maintenance responsi- 
bilities. 

Heavy rains which fell in northern Mississippi following hurricane Audrey 
have caused renewed interest in flood prevention. The performance of com- 
pleted retarding structures during this storm convinced many of the local inter- 
ests of the effectiveness of these measures. Two floodwater-retarding dams 
were completed in 1957 and 15 other dams are now under contract for con- 
struction. About 15 additional dams are scheduled for construction during the 
fiscal year 1958. 

EMERGENCY MEASURES 


Section 216 of the Flood Control Act of 1950 authorizes the emergency treat- 
ment of watersheds impaired by fire or other natural elements to prevent serious 
sediment and flood damage to life and property. Seven such watersheds involy- 
ing 87,200 acres of newly burned forest and range land were treated during 
fiscal year 1957 at a total cost of approximately $344,540. Local beneficiaries 
contributed about $288,430, and the Federal Government financed the remaining 
$156,110 from flood-prevention funds for emergency measures. 

Four of the seven areas were located in southern California, two in Arizona, 
and the seventh in Colorado. Approximately 398,000 pounds of rapid germi- 
nating rye grass, mustard, brome, and other grasses were sown by airplane or 
helicopter to provide an immediate protective cover over most of the burned 
areas. The seeding generally was successful. In addition, 11 debris basins and 
stabilizing structures were installed, some 7 miles of clogged channels were 
cleared, 10 miles of terraces were constructed, and 24 miles of fire-control lanes 
and trails were stabilized. 


PROGRESS IN BASIC DATA COLLECTION 


Work was begun by the Forest Service Southern Forest Experiment Station 
late in the 1956 fiscal year on the collection of basic runoff data and erosion 
conditions as related to slope and vegetative cover in the Little Tallahatchie 
and Yazoo watersheds in Mississippi. Information of this nature was badly 
needed by technicians for the design of adequate and economical structural 
measures and effective conservation treatment of watershed lands in that area. 
A group of three small subwatershed units selected for instrumentation con- 
sisted of abandoned, actively eroding, formerly cultivated lands, which were 
reverting to forest. Stream gaging and standard and recording precipitation 
gages were installed and provisions were made for sediment sampling. Another 
group of three subwatershed units in depleted upland hardwoods were also 
selected for instrumentation and the instruments were installed in the 1957 fiscal 
year. Actual measurements will be begun in the 1958 fiscal year. This work 
will be continued until sufficient data has been accumulated to establish patterns 
from which technicians may make proper determinations as to adequate water- 
shed improvement measures. Some data already available to the experiment 
station will also be analyzed in connection with this study. 

In addition to the above installations the Department is conducting similar 
studies in other flood-prevention watersheds. Reimbursements totaling $21,417 
were also paid to the United States Geological Survey for stream gaging and 
collecting rainfall and runoff data in the flood prevention watersheds for use by 
field technicians during the 1957 fiscal year. 


Water CONSERVATION AND UTILIZATION PROJECTS 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: Development of land for irrigation 


(total obligations) | $341, 952 | $365, 805 | $335, 000 
Financing: | | 
Unobligated balance brought forward ~ 125, 757 —15, 805 | 
Unobligated balance carried forward | 15, 805 


Appropriation (new obligational authority) ------ 232, 000 350, 000 335, 000 











1578 


Object classification 





| 
1957 actual | 1958 estimate | 1959 estimate 
Total number of permanent positions = : 2 25 25 25 
Full-time equivalent of all other positions a eae 24 26 26 
Average number of all employees 48 53 51 
Number of employees at end of year-. a ste 71 75 72 
Average GS grade and salary -- ; - 6.3 $4,805 | 6.3 $4,796 | 6.3 $4, 791 
01 Personal services: 
Permanent positions oe $113, 444 $122, 967 $113, 815 
Positions other than permanent- 98, 279 104, 904 104, 130 
Other personal services ; . fs 27, 518 27, 629 26, 055 
Total personal services satbieeen' . 239, 241 255, 500 244, 000 
02 Travel whe 1, 476 2, 200 2, 100 
03 Transportation of things 1, 586 1, 500 1, 500 
04 Communication services 1, 652 2, 125 2, 100 
05 Rents and utility services F ; 3, 884 3, 800 3, 800 
06 Printing and reproduction , 343 700 700 
07 Other contractual services 3, 998 2, 600 2, 600 
08 Supplies and materials . 77, 945 84, 000 67, 000 
09 Equipment 11, 996 2, 000 3, 000 
10 Lands and structures 1,950 * 5, 400 3, 000 
11 Grants, subsidies, and contributions 7, 900 7, 300 
13 Refunds, awards, and indemnities 180 380 300 
15 Taxes and assessments 2, 575 2, 700 2, 600 
Subtotal 346, 826 370, 805 340, 000 
Deduct quarters and subsistence charges . 4, 874 5 000 5 000 
rotal obligations__. - ee ee 341, 952 365, 805 335, 000 


Mr. Wurirren. In connection with water conservation utilization 
projects, L would like to have pages 248, and 250 through 252 of the 
justifications included in the record at this point. 

(The pages referred to follow :) 


Water conservation and utilization projects 


Appropriation Act, 1958 and base for 1959 ieee : $350, 000 
Budget estimate, 1959 hadbadiapecietand me sada dcaathacec tulle 300, OOO 


Decrease (due to reduction in program level for 1959 at the Eden Valley 
project) a sa ons a . —15, 000 


Project statement 


Project 1957 1958 (esti- Decrease 1959 
mated ted 
| 

, | ") o . 
Development of land for irrigation | $341, 952 $350, 000 15, 000 £335, 000 
1956 appropriation available in 1957 — 125, 757 
1957 appropriation available in 1958 15, 805 

Total appropriation or estimate 232, 000 359, 000 15, 000 335, 000 

In addition, $15,805 n prior ar balance 
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STATUS OF PROGRAM 
EXAMPLES OF RECENT PROGRESS 

Status of project development 

Nineteen water conservation and utilization projects were originally author- 
ized for development and settlement under the Department of Interior Appro- 
priation Act of 1940 and the Case-Wheeler Act of August 11, 1939, as amended 
and supplemented. Six of these projects are no longer planned for develop- 
ment due to inflationary land prices and other changes since they were 
authorized. Twelve projects have been completed. The only remaining project 


of the original authorization, located at Eden Valley, Wyo., is scheduled for 
gompletion in the fiscal year 1962. 


Eden Valley project, Wyoming 


Land development for irrigation on the Government-owned land on this proj- 
ect was begun in the spring of 1954. At that time there was before the Congress 
a proposal to authorize the exchange of certain Federal land on the project 
for public-domain land held by the Department of the Interior and for lands 
belonging to the State of Wyoming that were found to be better suited for 
irrigation farming. The Congress enacted Public Law 377, approved May 28, 
1954, authorizing these land exchanges. The transfers from the Department 
of the Interior to the Department of Agriculture were completed during the 
1956 fiscal year. The land exchanges between the Department of Agriculture 
and the State of Wyoming were completed during the 1957 fiscal year. 

Project land development by the Department on this project is continuing 
in accordance with the revised development schedule adopted in the 1956 
fiscal vear which provides for a period of development, settlement, and sale of 
farming units extending into the fiscal year 1962. 

The first sale of newly developed irrigation farms was made in December 1956. 
The second sale is planned prior to the 1958 cropping season. It is expected 
that the remaining irrigation development and sale of lands on this project 
will be completed in accordance with the presently planned project development 
schedule. 

Obligations by projects 


The following table shows the actual obligations incurred under this program 
in 1957 and estimated obligations for the fiscal year 1958 and 1959. 


Actual fiseal Estimated Estimated 
Project year 1957 fiscal year fiscal year 
1958 1959 
Eden Valley, Wyo. (direct project costs $314, 177 $338, 055 $307, 300 
General administration 27,775 27, 750 27, 700 
Total estimate 341, 952 365, 805 335, 000 


Development accomplishments and workload 
The following table shows some of the more important items of development 


work planned, the amount completed to date, and the amount remaining to be 
done 





Total de- Accomplished; Remaining 

Item Unit velopment to June 30, to be done 

planned 1957 July 1, 1957 
lopographic surveys 162, 541 161, 478 1. 063 
Land classification 194, O89 194. OR9 0 
Unit subdivisions 546 546 0 
Cl : 30, 651 29, 324 1, 327 
Ley I 0, 534 64, 004 6, 530 
Farm laterals 1, 489 R68 621 
Farm drains Ot 458 38 

I 7 


irm irrigation structures Number 9, 094 8, 237 57 
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Status of land development and farm sales as of June 30, 1957 


| 
| 


Federally owned 


| Percent tract | 
Project | Date Irrigable develop- a8 a 
authorized | acreage ment 


completed | Total | Number 
Number sold 


Angostura._ . | Mar. 6, 1941 12, 154 100 | 105 105 
Bitterroot Mar. 22, 1944 18, 630 28 | 

Buffalo Rapids I | May 15, 1940 14, 507 100 95 | 95 
Buffalo Rapids II ss May 15, 1940 | 10, 400 100 110 110 
Buford-Trenton__ _- es Sept. 23, 1939 14, 729 100 134 134 
Dodson 3___ so Mar. 17, 1944 1, 200 100 

Eden Valley___- Sept. 18, 1940 20, 000 60 59 | 4 
Intake 3 . Jan. 20, 1944 825 299 / 

Mancos 5 7 Oct. 24, 1940 10, 000 2 54 | 2 2 
Mirage Flats_.- eee | Mar. 30, 1940 12, 000 100 111 ill 
Missoula 3__ me May 10, 1944 900 100 

Newton 3_ om Oct. 17, 1940 2, 225 100 |__ 

Post Falls__ 3 oa Jan. 29,1944 3, 260 | 290 17 17 
Rapid Valley__- pentieiaieies Nov. 8, 1939 12, 000 (?) és 
Scofield 3___ he ee May 24, 1943 | 12, 500 230 


1 In addition there are privately owned lands within a number of projects on which development work 


is done. 
2 Projects closed, no further development work contemplated. 
3 Projects include no federally owned land. 


Project authorizations and obligations through June 30, 1957 


Obligations through June 30, 1957 


Present eae 
Project | project 
authori- | Wheeler- Great Contrib- 
zation case funds Plains uted Total 
funds funds 
Angostura_ $1, 484,000 | $1, 399, 311 $1, 399, 311 
Balmorhea.._- 569, 000 
Bismarck _______- None a 
Bitterroot __ 752, 000 167, 811 167, 811 
Buffalo Rapids I__- 743, 770 99. 296 $210, 000 $424, 175 733, 471 
Buffalo Rapids IT__- 810, 122 319, 72 345, 000 139, 608 804, 329 
Buford-Trenton _- 1, 094, 000 62, 798 762, 958 264, 838 1, 090, 594 
Dodson___- 84, 000 51, 484 51, 484 
Eden Valley__- 2, 340, 000 1, 219, 228 154, 595 5, 061 1, 378, 884 
Intake__. 41, 000 20, 817 20, 817 
Mancos 473, 000 366, 879 366, 879 
Mann Creek None ad ae 
Mirage Flats 687, 300 479, 152 | 170, 000 | 36, 837 685, 989 
Missoula_. 133, 000 65, 297 | 65, 297 
Newton-.- ; 75, 500 74, 230 74, 230 
Post Falls 196, 000 196, 367 | d 196, 367 
Rapid Valley. 170, 000 7,117 15, 042 | 22, 159 
Saco Divide__- : 480, 000 | 405 | 405 
Scofield __.- 3 350, 000 119, 531 12, 200 | 131, 731 
Total direct project costs.— ; 10, 482, 692 4,649,039 | 1,658, 000 | 882, 719 7, 189, 758 
Project investigations and surveys-- . . | 233, 473 233, 473 
General administration: | | 
Farm Security Administration - -- . : 349, 091 |-- coee | 349, 091 
Office of Production- i | 4, 137 D255 ee ee 4, 137 
Office of the Solicitor - | 59, 957 | | 59, 957 
Soil Conservation Service 877, 064 | | | 77, 064 
Total obligations through June 30, | | 
sik cachet necencnces EE scalp aa ee 1, 658, 000 | 882, 719 8, 713, 480 


1 Net obligations after deduction for residual value of equipment is $186,545 
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GREAT PLAINS CONSERVATION PROGRAM 


Program by activities: 


Great Plains conservation program 
(total obligations) -_- ; 


Financing: Appropriation (new obligational authority) - 


Object classification 


SOIL CONSERVATION SERVICE 


Total number of permanent positions 

Full-time equivalent of all other positions _- ari 
Average number of all employees 

Number of employees at end of year 


Average GS grade and salary 


01 Personal services 

Permanent positions 

Positions other than permanent 

Other personal services 

Total personal services_.-. , et 

02 Travel. a : ite 
03 Transportation of things 
04 Communication services 
05 Rents and utility services. 
06 Printing and reproduction 
07 Other contractual services 

Services performed by other agencies---. 
08 Supplies and materials-- 
09 Equipment d 
11 Grants, subsidies, and contributions 

Cost-sharing assistance 
15 Taxes and assessments. 


Total, Soil Conservation Service 


ALLOTMENT AND ALLOCATION ACCOUNTS 

Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 
Average GS grade and salary 
Average salary of ungraded positions 
01 Personal services: 

Permanent positions 

Positions other than permanent 

Other personal services 

Total personal services 

02 Travel 
03 Transportation of things 
04 Communication services 
05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual services 

Services performed by other agencies 
08 Supplies and materials-. 
09 Equipment 
11 Grants, subsidies, and contributions 
15 Taxes and assessments 


Total, allotment accounts_-- 
Total obligations 


Obligations are distributed as follows 
Soil Conservation Service 
Forest Service 
Office of Information : 
Agricultural Conservation Program Service 
Commodity Stabilization Service 


Program and financing 


| 


actual |1958 estimate | 1959 estimate 


| 1957 


| i 
i 


$10, 000, 000 $10, 000, 000 


10, 000, 000 10, 000, 000 


| 1957 actual | 1958 estimate | 1959 estimate 





} 
| } } 
| | | 
| j 
nal 208 | 208 
——a af 44 | 44 
| _— 249 | 248 
204 | 204 
6.3 $4,796 | 6.3 $4,791 
$964, 424 | $960, 000 
146, 536 | 145, 000 
a si 3, 440 3, 000 
5 | 1, 114, 400 | 1, 108, 000 
— - 59, 500 | 58, 000 
; id 10, 400 10, 000 
| 9, 500 | 9, 000 
3,000 | 3, 000 
9, 000 | 9, 008 
y 55, 000 | 55, 000 
| 15, 900 16, 000 
30, 700 31, 000 
i 178, 000 | 180, 000 
60, (00 | 61, 000 
; 8, 237, 000 | 8, 240, 000 
: 3, 200 | 3, 000 
9, 785, 600 | 9, 783, 000 
i 
| | 
8 | 8 
1 | 3 
| y ~ 
10 | 10 
7.5 $5,697) 7.5 $5,726 
$4, 405 | $4, 405 
} | | 
$40, 661 | $42, 823 
4,476 1, 835 
167 169 
| .| 45, 304 44, 827 
6, 400 7, 200 
1, 500 | 1, 500 
600 600 
_ | 200 | 200 
3, 600 4.170 
143, 100 143, 100 
400 | 800 
3, 531 | 6, 363 
7, 200 | 5, 400 
2, 500 | 2,810 
65 30 
214, 400 | 217, 000 
| 10,000, 000 | 10, 000, 000 
9, 785, 600 9, 783, 000 
30, 000 | 40, 000 
16, 400 19. 000 
25, 000 | 25, 000 


143, 000 , 000 
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Mr. Wuirren. Also in connection with Great Plains conservation 
program, on which I will have some questions later, I would like to 
insert in the record at this point pages 253 through 258 of the justi- 
fications. 

(The pages referred to follow :) 


Great Plains conservation program 





Appropriation Act, 1958 and base for 1959__ a ie .. $10, 000, 000 
3udget estimate, 1959 iii ala tg eae _... 10, 000, 000 
Project statement 

Project 1957 1958 esti- 1959 « 
mated mated 
Great Plains conservation program 
(a) Cost-sharing assistanct $8, 240, 000 $8, 240, 000 
b) Technical services and operating expenses 1, 760, 000 1, 760, 000 
Total appropriation or estimate 10, 000, 000 10, 000, 000 


STATUS OF PROGRAM 
CURRENT ACTIVITIES 


The Great Plains conservation program authorized under Public Law 1021, 
84th Congress, aids farmers and ranchers in counties in the 10 Great Plains 
States, designated as susceptible to serious wind erosion, in developing and 
carrying out conservation plans that will help to minimize climatic hazards and 
protect their lands from erosion and deterioration by natural causes. This is 
done by providing them needed technical assistance and through long-tern 
sharing contracts. This is a 


cost 
new and voluntary program which supplements 
existing departmental programs and activities and does not replace any of them. 

Cost-sharing contracts extending from 3 to 10 years are offered farmers and 
ranchers who develop a plan of operations for their farm or ranch unit. These 
contracts include a time schedule for installing the eligible practices which is 
acceptable to the Secretary. All contracts must terminate by December 31, 1971. 

A list of practices eligible for cost shares has been developed and published 
These are enduring permanent-type practices in the main and include: estab 
lishing permanent plant cover, field or contour strip-cropping, contour cultiva 
tion, improving range cover, trees or shrubs for windbreaks or shelterbelts, 
establishing waterways, building terrace systems, chiseling or pitting range 
lands, improving dams or ponds for irrigation, constructing wells for livestock, 
installing pipe, fencing, and controlling brush. The maximum cost-share rate 
offered in any contract cannot exceed 80 percent of the average estimated cost 
of installing each eligible practice. There is no limitation on the amount of 
cost shares an individual may earn under the program except a limitation of 
$2,500 for cost shares for improving dams or ponds for irrigation. A farmer 
or rancher may receive a cost-share payment when he has carried out a practice 
or an identifiable unit of his plan. The law provides that total cost shares paid 
under the program shall not exceed $25 million for any one program year, and 
the total cost of the program excluding administrative expense may not exceed 
$150 million. 

The farmer or rancher who signs a Great Plains program contract is respon 
sible for accomplishing his plan of operations and should use all available 
sources of assistance under other local, State, or departmental programs that 
contribute to achieving conservation land treatment and moisture conservation. 
The services of soil conservationists, engineers, or other agricultural special 
ists and aids are provided to assist farmers and ranchers to develop acceptable 
plans of operations and to install the land-use and 


conservation treatment 
measures agreed to in the contracts. 
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PROGRAM ASSIGN MENTS 


Administrative responsibility for carrying out the Great Plains conservation 
program has been assigned to the Soil Conservation Service. 

A continuing interagency departmental committee, consisting of representa- 
tives of the Soil Conservation Service (as chairman), Agricultural Conservation 
Program Service, Agricultural Marketing Service, Agricultural Research Service, 
Commodity Stabilization Service, Farmers’ Home Administration, Federal Crop 
Insurance Corporation, Federal Extension Service, Forest Service, and Office of 
Information, has been designated by the Secretary to recommend program 
policies, procedures, and regulations and to assure coordination of all depart- 
mental resources in the program. State and county program committees have 
been established to help coordinate the program in the States and counties and 
adapt it to specific needs within the program regulations. 


PROGRAM SUPPLEMENTS OTHER DEPARTMENTAL PROGRAMS 


Prospective program participants are advised to utilize fully all going agri- 
cultural and other programs that will aid the participant to achieve the appro 
priate land use and conservation treatment of his farm or ranch. In numerous 
cases it is anticipated that applicants for Great Plains program contracts may 
find that operating loans, soil and water conservation loans, or land-purchase 
loans from the Farmers’ Home Administration, agricultural conservation pro- 
gram cost sharing, participation in the soil-bank programs (acreage reserve or 
conservation reserve) or other available assistance may make possible sound 
plans of operations as a basis for Great Plains program contracts. There will 
likely be cases where thorough investigation and the professional conservation 
assistance provided the farmer or rancher will determine that the objectives 
of the producer and the Great Plains program can best be reached through 
measures other than the long-range cost-sharing contract offered under this 
program. 

Recent progress 


Following is the estimated distribution of the Great Plains conservation pro- 
gram funds by agency between cost-sharing payments and operating expense: 


Item and agency 1958 estimate | 1959 estimate 


Cost-sharing payments by Soil Conservation Service $8, 240, 000 $8, 240, 000 


Operating expense 
Agricultural Conservation Program Service 


25, 000 25. 000 

Commodity Stabilization Service 143, 000 143. 000 
Forest Service 30, 000 30, OOO 
Office of Information 16, 400 19. 000 
Soil Conservation Service 1, 545, 600 1, 543, 000 
Subtotal 1, 760, 000 1. 760, 000 
Grand total 10, 000, 000 10, 600, 000 


PARTICIPATING COUNTIES DESIGNATED BY SECRETARY 


There are 825 counties in the 10 Great Plains States of which 422, with a 
total land area of 386,328,960 acres, were listed as eligible for work under the 
Great Plains conservation program. The 1954 agricultural census reports 
113,027,570 acres were used for cropland and 228,116,797 acres remained as 
native rangeland in farms within these eligible counties. Farms in the area 
average about 1,022 acres in size, varying from an average of 432 acres in the 
28 eligible counties in Oklahoma to 3,626 acres average size in the 11 eligible 
Wyoming counties. 

The Secretary had designated 233 counties to participate in the Great Plains 
conservation program by December 31, 1957 (additional counties may be desig- 
nated from time to time). <A table of the area of the designated counties 
compared with the eligible area in each State follows: 
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Designated counties 








Eligible counties 
(Dee. 31, 1957) 
Item ae ee — be os 
| Number Total land | Number} Total land 
| area (acres) } area (acres) 
Southern Great Plains: 
Colorado. 40 | 40,611, 200 27 31, 493, 120 
Kansas... . ; | 62 | 34,160,640 31 17, 672, 960 
New Mexico. .-- | 17 | 39,062, 400 7 39, 062, 400 
Oklahoma-_-- 28 | 19, 153,920 | 14} = 10, 593, 280 
Texas. | 98 66, ¢ 65 39, 722, 240 
Subtotal. - -_- 245 199, 154 | 138, 544, 000 
Northern Great Plains: 
Montana... o : ‘ lee 37 | 62,532, 480 5 | 8, 867, 840 
Nebraska. _- Pe a 60 | 37, 604, 480 36 20, 296, 320 
North Dakota_-_-- . 30 | 28, 481, 280 16 16, 005, 760 
South Dakota... . j é ae ee 39 | 35, 498, 240 | 17 16, 684, 800 
Wyoming -- ; ‘. ae 11 | 22,998, 400 5 | 10, 220, 160 
Subtotal. ...........-- , 177 | 187,114,880 | 72, 074, 880 


422 | 386, 328, 960 


Great Plains total_.._--.- 210, 618, 880 








Colorado (27).—Adams, Arapahoe, Baca, Bent, Boulder, Cheyenne, Crowley, 
Douglas, Elbert, El Paso, Huerfano, Jefferson, Kiowa, Kit Carson, Larimer, Las 
Animas, Lincoln, Logan, Morgan, Otero, Phillips, Prowers, Pueblo, Sedgwick, 
Washington, Weld, Yuma. 

Kansas (31).—Cheyenne, Clark, Decatur, Finney, Ford, Gove, Graham, Grant, 
Gray, Greeley, Hamilton, Haskell, Hodgeman, Kearny, Lane, Logan, Meade, 
Morton, Ness, Norton, Rawlins, Scott, Seward, Sheridan, Sherman, Stanton, 
Stevens, Thomas, Trego, Wallace, Wichita. 

Montana (5)—Fallon, Hill, Judith Basin, Rosebud, Roosevelt. 

Nebraska (386).—Arthur, Banner, Box Butte, Buffalo, Chase, Cheyenne, Custer, 
Dawson, Deuel, Dundy, Franklin, Frontier, Furnas, Garden, Garfield, Gosper, 
Greeley, Harlan, Hayes, Hitchcock, Howard, Keith, Kimball, Lincoln, Logan, 
Loup, McPherson, Morrill, Nuckolls, Perkins, Redwillow, Scotts Bluff, Sherman, 
Valley, Webster, Wheeler. 

New Mevzxico (17).—Chaves, Colfax, Curry, De Baca, Eddy, Guadalupe, Hard 
ing, Lea, Lincoln, Mora, Quay, Roosevelt, San Miguel, Santa Fe, 
rance, Union. 

North Dakota (16)—Adams, Bowman, Burleigh, Dunn, Emmons, Golden Val- 
ley, Grant, Hettinger, McHenry, Morton, Mountrail, Sioux, Slope, Stark, Stuts- 
man, Williams. 

Oklahoma (14).—Beaver, Beckham, Cimarron, Custer, Dewey, Ellis, Greer, 
Harmon, Harper, Major, Roger Mills, Texas, Woods, Woodward. 

South Dakota (17).—Aurora, Brule, Buffalo, Butte, Charles Mix, Corson, 
Custer, Fall River, Haakon, Hand, Jerauld, Jones, Meade, Perkins, Todd, Tripp, 
Walworth. 

Texas (65)—Andrews, Armstrong, Bailey, Borden, Briscoe, Carson, Castro, 
Childress, Cochran, Coke, Collingsworth, Cottle, Crosby, Dallam, Dawson, Deaf 
Smith, Dickens, Donley, Fisher, Floyd, Foard, Gaines, Garza, Glasscock, Gray, 
Hale, Hall, Hansford, Hardeman, Hartley, Haskell, Hemphill, Hockley, Howard, 
Hutchinson, Jones, Kent, King, Knox, Lamb, Lipscomb, Lubbock, Lynn, Martin, 
Midland, Mitchell, Moore, Motley, Nolan, Ochiltree, Oldham, Parmer, Potter, Ran- 
dall, Roberts, Runnels, Scurry, Sherman, Stonewall, Swisher, Taylor, Terry, 
Wheeler, Wilbarger, Yoakum. 

Wyoming (5)—Campbell, Converse, Goshen, Laramie, Platte. 


Socorro, Tor- 


CONDITION OF THE WIND-EROSION AREA 

A summary of local estimates made in 285 counties indicates that about 10.3 
million acres were damaged in the Great Plains during the blow season from 
November 1, 1956, to May 31, 1957. An additional 12.3 million acres were in 
condition te blow on June 1, 1957. March was the only month in which severe 
and damaging storms occurred during the 1956-57 blow season. Nearly 1.2 
million acres of growing wheat were destroyed during the season. 
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About 12.4 million acres of cropland, not otherwise protected from wind action, 
were listed or chiseled in the Great Plains during the blow season. 

Monthly estimates of land damaged during the past three blow seasons were 
as follows: 


Cumulative million acres damaged 











November | December | January | February | March} April | May 





Season: 
1954-55 . ‘3 4.1 4.5 5.3 10. 6 15.0 15.8 
1955-56 ____ i235 4 .6 1.0 3.3 ae 9.3 9.8 
1956-57 -. 2.0 2.7 3.2 3. 9 9.0 | 10. 1 10.3 
Percent increase in 1956-57 over | 
1955-56 ...- pias 400 | 350 220 18 25 | 9 5 
: a aN ae a ee go Bee 8 os 
Land damaged this season (as of June 1, 1957) 
g Y ; ) 
{In acres] 
State Cropland Rangeland Other land Total land 
Southern Great Plains: 
Colorado 2, 338, 000 1, 257, 000 42, 000 3, 637, 000 
Kansas 2, 359, 000 68, 000 17, 000 2, 444, 000 
New Mexico- -. 459, 000 184, 000 2, 000 645, 000 
Oklahoma... 230, 000 12, 000 15, 000 257, 000 
Texas - - 1, 230, 000 461, 000 70, 000 1, 761, 000 
NR Ko 5s ond ce teniakcanbednanktesonse 6, 616, 000 1, 982, 000 146, 000 8, 744, 000 
Northern Great Plains: P 
Montana 79, 000 7, 000 1, 000 87, 000 
Nebraska 350, 000 57, 000 3, 000 410, 000 
North Dakota___. 942, 000 2, 000 0 944, 000 
South Dakota 103, 000 0 0 103, 000 
Wyoming 13, 000 45, 000 1, 000 59, 000 
Subtotal 1, 487, 000 111, 000 | 5, 000 | 1, 603, 000 
Great Plains, total 8 


| 103, 000 2,093,000} ‘151, 000 | 10, 347. 007" 


The above estimates are based on surface soil conditions, soil moisture re- 
serves, adequacy of cover and crop residues, and the condition of growing crops. 
The reported damages by wind action to cropland, rangeland, and other land 
are soil removal and deposition which subject the land to further erosion 
hazards, materially lower yields, or impair inherent productive capacity of the 
land. 


WATERSHED PROTECTION 


Mr. Wutrren. Having put in all of those pages in the record, Mr. 
Marshall, you might proceed with the subjects that you are interested 
in. 

Mr. Marsuaty. Mr. Secretary, in connection with these watersheds, 
we note that in the watershed program that we appropriated last year 
$25,500,000 of which $14 million was the budget estimate. As |] 
understood you, it is because you are carrying over a balance that we 
amecont iated last year for this coming fiscal year ? 

Mr. Pererson. That is correct, Mr. Marshall. 


FLOOD CONTROL PROGRESS 
Mr. Marsuauy. While none of these 11 watersheds are adjacent to 


my territory, I have been a in the work that we are doing in 
those ll or 1gint il wate sheds. | believe it. hs is been ec ustom: ry i 1 past 
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hearings to ask what progress there has been in these 11 watersheds 
and when you expect that the work will be completed. Can you give 
us that information ? 

Mr. Pererson. I would have to ask Mr. Williams to give you the 
details. 

Mr. Wiiu1ams. Mr. Chairman, there is included in this investiga- 
tion report in part I of the hearings, which have been released by 
the committee, on page 387 a summary prepared by the staff. This 
supplies that information with respect to each of the 11 watersheds. 
If you would desire a more recent figure, we can see if there is a 
more recent one available for the record, but we do not have it with 
us. 

Mr. Marswarv. I believe that that ought to be brought up to date 
and placed in the record at this point. 

Mr. Witx1aMs. We will doso. 


(Nore.—The table included on page 387 of part 1 of the hearings on the 1959 
budget for the Department of Agriculture contains the latest available informa- 
tion on progress and costs in the 11 authorized watersheds. ) 


POTOMAC RIVER WATERSHED 


Mr. Marsnaui. Every morning I cross the Potomac River and 
when it is not too dark in the evening when I go home, I can see the 
Potomac River. I have heard all of my life about how the silt 
muddies the Missouri River, but I will have to say that the Potomac 
River looks worse from the silt conditions than many times when I 
have seen the Missouri. We have the Potomac River in one of these 
watersheds ¢ 

Mr. Wiix1AMs. It is one of the 11. 

Mr. Marsuany. One of the original ones. To look at the river, 
you would not think we were making any progress. Should we not 
see some effect of the work we are doing in the river at this time? 

Mr. Wiiutams. Mr. Marshall, the work going on as watershed work 
is going on in the upper tributaries of the Potomac River. Cer- 
tainly, there continues to be a rather large amount of sediment com- 
ing from the upper watersheds because only a small part of it has 
been given rather complete treatment up to this time. Of course, we 
would have to add that a great deal of sediment that is in the Po 
tomac River here in the Washington area is coming from disturbed 
areas of city expansion, and so forth, the result of land clearing work 
with rains that are washing the landscape into the tributaries farther 
down, too. There have been some estimates made by other agencies 
with respect to the sediment load of the Potomac and what is in- 
volved in dredging to keep the channel open from Washington down 
to the harbor. 

Perhaps Mr. Brown could supply some information on that. I do 
not remember the figures. 

Mr. Brown. I do not have the exact. figures in cubic yardage, Mr. 
Marshall, but [ would point out that the recent report prepared by 
Dr. Abel Wohlman, of the Johns Hopkins University, as a consultant 
to the Interstate Commission on the Potomac River Basin, which was 
given rather wide publicity in the Washington papers a few weeks 
ago, stressed the alata as being the major polluting problem in 
the Potomac rather than industrial waste. 
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As you probably recall from the papers, he proposed putting a 
great barrier across the Potomac River here in the Washington area 
as one of the means of controlling the sediment problem. 

In further response to your previous question, the authorized part 
of the Potomac River Basin is largely above the area where the major 
sediment contribution originates. Our project only comes down to 
about Front Royal. It is the headwaters part of the Potomac, and 
the principal silt-producing areas are the Monacacy River, tributaries 
farther down, such as Antietam Creek, Goose Creek, et cetera. 

Those are the areas of most intensive farming and most serious 
erosion. We have not yet had any authority or any watershed proj- 
ects to alleviate that condition of erosion. 

Mr. Marswauu. Have you any way of measuring, up at the head- 
waters where your project is in operation, as far as silt going into 
the Potomac River is concerned ? 


Do you have any operation up there that would determine how 
much you stop the silting ? 

Mr. Brown. There is a program being undertaken by the United 
States Geological Survey for measurement of both the water and silt- 
load content of the river at a number of points. We believe that 
from their program we will be able to determine over the course of 
years the significance of the reduction being achieved. 

In the South River branch of the Potomac in Virginia, where much 
of our work has been concentrated up to this time, local opinion is 
that there has been a very material reduction in the average silt load 
of the stream, but the data have not been collected over a long enough 
period yet to give us a scientific record of that. 

Mr. AnpERSEN. Would you yield ? 

Mr. Marsnaxu. Certainly. 

Mr. Anprersen. Mr. Brown, you say that no efforts have been made 
relative to certain creeks near the District toward forming watershed 
protec tion districts? 

Mr. Brown. There are some applications in that area under 566, 
but there has been no special watershed work yet on the land that 
would 

Mr. ANDERSEN. 
cations / 

Mr. Brown. That is right. 

Mr. Anprersen. But would it not be well if the people in those areas 
would get together and start to form watershed protection districts 
and do something along that line that would help to solve the problem 
with which you are faced ¢ 


I think that you did some work, rather than appli- 


ROCK CREEK 


Mr. Brown. That is right. That is going on now. 
one of the rather notorious silt carriers, which we all know so well 
around here, is Rock Creek. There is an application for development 
of a project on Rock Creek in Montgomery County, Md. We have 
been assisting the local organizations, including the Montgomery 
County Council, the | Montgomery County Soil Conservation District, 
Maryland-C _— al Park and Planning Commission and the Wash- 
ington Suburban Sanitary District in development of a plan which 
is how approaching the stage for public discussion. 


For example, 


) 
| 
| 


- queens NO OTT A 
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Mr. Marsuau. I fully realize that all of the responsibility and 
authority for keeping the silt out of the Potomac River does not rest 
with the Department of Agriculture. However, I cannot help but 
make tls comment. Right - in the shadow of the ¢ Capitol, we have a 
river wh.ch is a national  disgr ace because of the amount of sediment 
and silt that it is carrying. ‘It cert: uinly does not speak very well for 
soil conservation and water conservation, nor the protection of our 
streams, to have such a condition exist right here where we ought to 
be setting an example re*her than the contrary. 

Mr. Pererson. If I might comment at that point, 1 know that you 
are aware that there is no program undertaken by the Departme nt 
through the Soil Conservation Service as the principal conservation 
arm of the Department which imposes upon the people who own and 
operate the land a program. We render service either under the 
watershed program or under operations only as the local people, who 
own and manage the land, are ready and willing to proceed. Cer- 
tainly, we think that our influence has had some persuasiveness in 
some points. 

Mr. Brown points out the Rock Creek watershed program is mov- 
ing along, we hope, to a state of fruition. I think compulsion would 
be a deterrent to conservation programs rather than an aid. It is 
not possible to move faster than the local people and the landowners 
are ready to move and as public opinion supports it. 


AVAILABILITY OF FUNDS IN THE FIELD 


Mr. Marsuauu. Every year we have representatives who come be- 
fore this committee from these 11 watersheds criticizing the Con- 
gress for the delay in completing the work. They say that they are 
more rapidly advanced than funds are available. 

I cannot help but note that in the watershed protection program 
that we appropriated approximately a third more than the Depart- 
ment will use this year. 

Why is that money not available in the 11 watersheds to complete 
the work ? 

Mr. Witi1ams. Mr. Marshall, there are two separate appropriations. 
The appropriations for the 11 authorized watersheds is a separate 
appropriation item as related to the 1944 authorizations, while the 
appropriations for Public Law 566 and the pilot programs are a 
separate appropriation item and the major item of carryover which 
has been discussed here this morning has to do with Public Law 566 
watershed work which could not be transferred from one appropria- 
tion item to another. 

There will be and has been each year some degree of carryover from 
the 11 authorized projects. Those funds have “been available in sub- 
sequent | years. 

The exact reasons why such caryovers take place would have to be 
a separate story, I expect, for each of the separate watersheds. By 
and large with respect to the 11 authorized watersheds, it has to do 
with the ability of the local people at a given time to be completely 
ready with the necessary part of their financing, right-of-way ease- 
ments, and so forth. 
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We find on page 218 of the budget notes a discussion of the prac- 
tical problems which confront w atershed project sponsors, with some 
examples given there on some of the problems relating to proceeding 
with these activities. 

There have been many examples in which everything has clicked 
along very well with the local organizations being completely ready. 
With respect to Public Law 566 projects, it was necessary, after the 
yassage of that act, for a good many States to enact some State legis- 
tation which would provide legal authority to subdivisions of the 
State government for either eminent domain, to secure rights-of-way 
and easements, or for the raising of necessary funds. I believe that 
38 States—if my figure is correct, Mr. Brown—— 

Mr. Brown. Bighty pieces of legislation. 

Mr. Wiuuiams. Have passed 80 pieces of legislation in the last 
2 pri of the legislatures in implementing this activ ity. 

Mr. Natcher’s State is one of them that provided for a conservancy 
sort of arrangement so that their work could proceed. The fact that 
it was necessary for some of that State Saaish ition to be passed was, 
in itself, a delaying factor; but that problem is very largely behind 
us now, and behind the local people in the large number of the States. 

The problems are very largely now associated with the ability of 
local communities to arrive at a firm conclusion with respect to the 
program that they desire to carry out. 

Mr. Brown. I wonder if I might supplement that, Mr. Williams, 
with a figure on carryovers ? 

We have made an analysis of this carryover and that is something 
the chairman asked about a few minutes ago. The carryover for 
the last 4 full fiscal years for which we have records, 1954 through 
1957, has averaged 16.5 percent on the flood-prevention program. 
That is, the 11 authorized watersheds. That has varied from 12 
percent to 21 percent. I think it may be of interest to note that the 
programs of the Corps of Engineers and the Bureau of Reclamation 
have had almost identical average carryover. 

Each of those programs in the same fiscal years has carried over 
16 percent of its funds which are appropriated under the same kind 
of carryover authority. By way of contrast, Mr. Marshall, the water- 
shed protection program which in fiscal year 1954 included only the 
pilot watersheds had a ¢ arryover of 16 percent. That e arryover has 
progressively increased for the reasons Mr. Williams mentioned of 
local organizations having to organize and secure State legislation, and 
so forth, to the point where it was 55 percent in 1957. 


That is the primary reason for the buildup of the funds that are at 
present in budget reserve. 


TRANSFERABILITY OF FUNDS 

Mr. Marsuauy. Do you have transferability between the 11 water- 
sheds, authority for transfer ? 

Mr. Pererson. That was the question I discussed with the chair- 
man a few minutes ago, Mr. Marshall. We do have transfer authority, 
but we seldom use it for the reasons discussed earlier. 


INCREASE IN COST OF WA'TERSHEDS 
Mr. Marsuauy. We do notice that there is a terrific increase in the 


estimated cost of a number of these projects in the 11 watersheds. 
21494—58—pt. 3 26 
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What is the reason for the increase? Have they changed their concep- 
tion of conservation needs? Is that what brought it about # 

Mr. Wuutams. Yes, Mr. Marshall. 

Again, I would like to make reference to page 386 of the investi- 
gation report in part I of the hearings, in which the staff went quite 
thoroughly into this question of the reasons for increased costs. 

If I may, I would like to quote the last paragraph of that: 

* * * Staff inquiry of the Soil Conservation Service, United States Depart- 
ment of Agriculture, reveals that the rise in estimated costs of the 11 authorized 
watersheds was due to (1) increased costs due to changes in prices between the 
1944 authorization and 1954 cost indexes from the Engineering News recording 
magazine and (2) changes in estimated costs due to planned structural measures 
which structural measures were not included in the 1944 authorization. It is 
noted that the 1944 figure of $87,782,000 was the estimated cost primarily of 
land-treatment measures based on survey reports contained in House documents 
referred to in the act. Authorizations for the additional structural measures 
have been included in the subsequent Agricultural Appropriations Act. 

It is a combination of reasons. One of the highly significant ones 
is the actual change in construction costs that have taken place over 
a period of years since 1944. The second is an enlarged concept of 
programs in most instances which have included floodwater detention 
and major gully stabilization and things of that kind, which were 
authorized year by year in the appropriation language from this 
committee. 

Mr. Marsuauyi. The Farmers’ Home Administration makes loans 
available to farmers to carry on their soil conservation, water conser- 
vation needs. How many such loans have been made, in round 
numbers ? 

Mr. Barnarp. Mr. Marshall, we have made no loans so far. We 
have $1,500,000 in 1958 in the budget and the estimate for 1959 in- 
eludes the same amount. We have actually received 13 formal appli- 
eations and 11 of those are preliminary. The amount for the 11 is 
$2,923,000. 

Mr. Marsuati. What are your administrative costs in handling 
this program ? 

Mr. Barnarp. I think that so far we have spent around $6,000, 
We expect to spend maybe $10,000 this year. 


NEED FOR SOIL AND WATER CONSERVATION RESEARCH FACILITY IN 
KENTUCKY 


Mr. Natrcuer. When Dr. Shaw appeared before our committee, 
Mr. Secretary, I called his attention to the need in Kentucky for a 
research facility for soil and water conservation. 

At this time, I want to call your attention, and Mr. Williams’ at- 
tention, to this particular need. In my opinion, a research facility 
for soil and water = e ation in Kentue ky could serve the following 
land resource areas: The Cumberland plateau section of the Alle- 
gheny extending ee ee Ohio and southwestern Virginia; (2) 
the Kentuc ky bluegr: ass and Nashville basin area; (3) Highi: and Rim, 
Knob, and associated limestone areas; (4) weatern Kentue ‘ky, south- 
ern Indiana, the sandstone and shale area 

Mr. Secretary, the research needs re ports prepared annually by the 
Soil Conservation Service in Kentucky and adjoining States set forth 
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many common problems. Technicians in these States coordinate their 
recommendations and resource areas which cross State lines, using 
information from all available sources. The value of research 
clirected at specific erosion and water conservation problems in such a 
large area now without concentrated study would be large in itself. 
Added to this value would be the substantial contribution such stud- 
ies would make in supporting efforts to coordinate recommendations 
in broad resource regions. 

The Kentucky fac ility might be patterned somewhat after the ones 
presently under development in other sections of the United States. 

At the time Dr. Shaw was present before our committee I inserted 
in the record a short statement concerning our need in Kentucky 
and in our section of the United States generally, for this particular 
fac “lity. 

With your permission, Mr. Chairman, I would like to give a copy 
of same to Mr. Peterson and to Mr. Williams. 

Mr. Williams, this is a copy of my statement which will appear 
in the second printed report of our hearings. 

Mr. Peterson, I would like to leave that with you and at your con- 
venience, I would like for you to go over it and give it some of your 
good, soul-searching study and attention. 

Mr. Prererson. I will be glad to do that, Mr. Natcher. I might say 
generally, from my observations of some 240 field stations who have 
cooperatively worked with the land-grant institutions and some of 
our centralized research, both here in Washington and elsewhere, it is 
my considered opinion and belief that our technical people will concur 
in, that one of the more urgent needs immediately is what might be 
termed a vertical expansion in research rather than a horizontal one. 
By that I mean this: There is a need to bring our physical facilities 
and equipment to such a state of repair and to equip our professional 
people with subprofessional staff so that we can get more productivity 
from the talents that we have in our professional employees. 

The value of the increase in productivity in my judgment, would be 
that we could get a type of program that could be undertaken 
throughout our entire research structure which would indicate that 
we could improve the productivity capacity of our professional people 
by some 25 percent. 

As in your case and in other cases, very excellent justification can 
be made for additional facilities but I would call your attention and 
the attention of the committee to the fact that this vertical type of 
expansion, if we are to get the best, maximum returns from our 
professional employees, I would have to say in all honesty, should 
have a higher priority. That is not to say that a good case cannot be 
made for the proposition that you have presented as can be made for 
similar situations in other parts of the country. 

Mr. Narcuer. Mr. Secretary, I have a rough map here of the sec- 
tion of the United States that I think could be incorporated in this 
particular type of facility. I would like to leave that with you and 
with the statement pertaining to this particular need. 

What facilities do you have presently in the Soil C onservi ation 
Service which you use to make this particular type of a survey? Do 
vou have the necessary facilities to make the necessary survey to 
determine the need for such facilities ? 
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Mr. Prrerson. I think we do, Mr. Natcher. I would like to ask 
Mr. Williams to describe them to you. 

Mr. Wiiut1ams. Mr. Natcher, the matter of appraising the ade- 
quacy of technical information to support technical services to 
farmers is a continuous operation in all parts of the country consist- 
ing in part of the soil survey work we are constantly engaged in. It 
consists of constantly keeping in touch with the research agencies of 
the land-grant colleges and the Agriculture Research Service and 
various other agencies in trying to keep the most current information 
readily available. The Soil Conservation Service is continuing to 
appraise such things and, of course, we have underway at this time 
as a departmentw ide effort in cooperation with not only the colleges 
but other agencies of State government, conservation needs inven- 
tory which we anticipate will be completed in early 1960, which |] 
believe will also be he ‘Ipful in pinpointing physical problems as well 
as the geographical location of those problems with respect to their 
area. 

We well know that there are a number of physical problems for 
which there is not fully adequate information of a research nature 
at the present time. I am familiar with the fact that the soil con- 
servation districts of Kentucky, in cooperation with the Director of 
the State experiment stations and our own people, have made a repre- 
sentation there of the research needs in that area. Certainly, we 
recognize it as a problem area and one which over a period of time 
undoubtedly deserves some further attention. 

Mr. Narcuer. Mr. Williams, I am glad to hear you say that you 
are acquainted with the fact that in *Kentue ky we have given in 
creased emphasis to our soil and water researc h program. I know 
that you understand the problems in my State and in our section 
of the United States generally, Mr. Williams. 

At this point, Mr. Chairman, I would like to commend these 
gentlemen for the fine work that the Soil Conservation Service has 
done in my home State and in my section of the United States 
generally. 

You have many accomplishments to your credit and you have been 
of vital assistance to our people. 

Mr. Williams, I guess that you are one of the best known men in 
the Department of Agriculture in my home State and the people all 
down my way are very fond of you. You are in close touch with my 
people and the soil conservation people and I want you to know that 
I personally appreciate the very fine work that you are doing. 


EFFECT ON ADJOINING AREAS OF RESEARCH WORK IN KENTUCKY 


Mr. Williams, I would like to ask you another question or two. 

Knowing Kentucky and our section of the United States as you do 
personally, do you believe that increased attention to this research 
work would be applicable and of benefit to adjoining States? 

Mr. WituriAms. I think that without any question, any research 
work done in that eastern portion of Kentucky, and that. particular 
problem area that you mentioned which does extend into the south 
ern tip of Indiana — a » REE bit of Ohio, and at least a portion of 
West Virginia and some of Tennessee and even down into the Ala 
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bama area, much of the TVA area is included in that, within your 
sketch there, certainly soil and water research work that would be 
done with respect to the particular soils in that area, and types of 
crops grown in relation to those soils and watershed problems. I am 
sure that research work done in Kentucky and with those kinds of 
soil, would have some application to these other States. 

Mr. Anpersen. Would you yield at that point? 

Mr. Natcuer. I would be delighted. 

Mr. Anpersen. Mr. Williams, would you not say that looking at 
this problem of soils and water research facilities throughout “the 
United States, that it will probably in the future embrace at least 
15 such regional facilities before we amply cover the United States 
and the various types of problems? 

Gentlemen, I am thinking about this from a long term viewpoint. 
If we are to do the job in research that we must, I can see in my own 
mind at least 15 different regions with different problems to which 
we can very well justify the establishment of such facilities in order 
to do what we should do. That is, to do ev erything that we possibly 

can to conserve our soils and at the same time give your technicians an 
opportunity to learn what to do in these great problems facing us rela- 
tive to watersheds and so forth. 

What do you think about that, Mr. Williams, speaking from the 
long-range viewpoint? Iam thinking of the next 10 years. 

Mr. WirxtaMs. I am not sure about the numbers, whether it is 15 or 
not, but I do know that there are problem areas within the United 
States, such as the Pacific Northwest and the Northeast, which have 
recently been called to our attention. I am sure that Mr. Horan is 
aware of the action that the soil conservation district people recently 
have taken out in the Far West that indicates a desire for some degree 
of checkup and research in that area 

Recently, I received an indication from the Northeast people up in 
New England where they felt there was a need for some expansion. 
Undoubtedly, over a period of time, there will need to be some greater 
distribution of facilities with respect to doing this work than exists 
at. the present time. The priority of those things, I expect, and the 
timing of them is another question, but certainly there are problems 
that existing facilities are not adequately meeting. 

Mr. Anperson. Mr. Williams, I have studied the value of these pro- 
posed facilities and I am delighted that it was decided by the Congress 
that one of these facilities should be in the State of Minnesota. That 
is now, as you know, under construction. 

The more that I have studied this and discussed this with the pro- 
fessional men of your group and standing, the more I am satisfied 
that the people of America will benefit so much in the future from the 
findings in those particular facilities that I am ready personally to 
get in and fight to see that sufficient facilities be established all the 
way through ‘America to do the job that we should do. 

To me, the preservation of our soils is basic. 

I sincerely hope, Mr. Williams, that everything possible will be 
done toward programing the establishment of facilities in the future 
to do this job that must be done. I say that in all seriousness, Mr. 
Peterson. 

Mr. Wititams. May I make this one final comment ? 
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As I am sure you will realize, the administrative responsibility for 
research work, including that on soil and water conservation within 
the Department, is basic ally the responsibility of the Agricultural 
Research Service. We do have most excellent cooperative working 
relations and we will be happy to work with them, or any other 
groups, in endeavoring to point out problems and give consideration 
to needs and relative urgency, and so forth. 

Mr. Narcuer. Mr. Williams, there is a great deal of interest in 
watershed protection and water conservation in the State of Ken 
tucky. In fact, the State of Kentucky is financing at the present 
time a planning party to accelerate the work. Would the budget be- 
fore us result in any decreased partic ipation by the Federal Govern 
ment in this particular type of work ? 

Mr. WiiuiaMs. Mr. Natcher, I believe that you refer to the water- 
shed = inning activity 

Mr. Narcuer. That is correct. 

Mr. Ww muLiAMs. The budget before the committee does contemplate 
a reduction of $800,000 in watershed planning activities under Public 
Law 566. At the present time we have the equivalent of 42 water- 
shed planning parties in the United States which are paid for from 
Federal funds. There are, as you point out, States, including Ken- 
tucky, which are making funds available for watershed planning 
parties in addition to those that we supply. It will be necessary, un 
der the budget, to reduce the number of planning parties, we think 
the equivalent of about eight planning parties from the number that 
we now have which would be consistent with the budget. 


CARRYOVER FUNDS 


Mr. Natcner. Mr. Williams, if I interpret your budget proposals 
correctly, that contemplates carrying on much of the watershed opera 
tion from carryover funds? Is that practicable to efficiently operate 
such a fund, such a program, without having some carryover funds 
from year to year to operate on ? 

Mr. Witut1ams. The experience to date, as indicated earlier here 
with respect to the chairman’s questions, not only with the 11 author 
ized projects but also the projects of the C orps of Engineers and the 
Bureau of Reclamation, it is necessary, in fact almost impossible to 
operate without some kind of a carryover figure. 

As Mr. Peterson indicated earlier, the experience to date under 
Public Law 566 does not give us a completely accurate picture as to 
the degree such carryover may be necessary. But we could assume it 
would be about the same as the 11 authorized projects, or something in 
the neighborhood of 15 to 16 percent. 

Mr. Narcner. Mr. Williams, could you tell us whether the budget 
request for other water resource activities, such as the Corps of En- 
gineers or the Bureau of Reclamation, have been reduced as has the 
watershed item? Do you have that same type of reduction along the 
same line? 

Mr. Witutams. I believe the chairman referred earlier to some 
general figures with respect to the Corps of Engineers projects in 
particular. It is my understanding that the President’s budget does 
provide for no new starts on either the Corps of Engineers program 
or the Bureau of Reclamation activities in the reclamation States: 
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whereas, the budget does provide for some 60 new starts under the 
Watershed Protection Act. 

I believe from the figures I have seen that the amount of funds 
available to the Corps of Engineers would be essentially the same 
this year as next. We may have some additional information on 
that. 

Mr. Natcner. Mr. Secretary, I know you and Mr. Williams will 
be interested in this matter if you have not already received word 
to this effect. Our chairman, Mr. Cannon, has sent back to the See- 
retary of the Army the civil functions portion of the budget and re- 
quested the Secretary to send up to this committee a more realistic 
program. No new construction starts, advance engineering and de- 
sign, or new surveys anywhere in the United States of America for 
fiscal year 1959. They are requesting a number abroad in 22 countries. 
That was sent back this week. 

Mr. Pererson. | would like to make this comment. 

Mr. Narener. Go ahead. 

Mr. Pererson. Public Law 566 projects and the program which 
involves those projects is a new program. We do not have a backlog 
of going work of any great magnitude, whereas, the authorized work 
upon which progress is under way in both the Bureau of Reclamation 
and the Corps of Engineers is of considerable magnitude. 

I think it was in recognition of that fact that the budget proposed 
no new starts for either the Corps of Enyineers or Bureau of Recla- 
mation and did allow 60 new starts within Public Law 566. 

I think the level of 60 new starts in relationship to what we have 
previously described as the investment nature of this program and 
its impact upon the ability of farmers to use their lands more effec- 
tively and efficiently in their own interest will support a more active 
program here in relation to the Corps of Engineers and Bureau of 
Reclamation than it may be possible to support, particularly with 
relationship to the c arryover factors which have been earlier discussed. 

Mr. Narcner. Thank you, sir. Mr. Chairman, I have one addi- 
tional question. 

Mr. Williams, with both the State and the local governments giving 
increased attention to and putting more resources into w atershed pro- 
tection, in your opinion would it not be more desirable to move this 
activity along at a faster rate than the rate we are moving it? 

Mr. WuuiaMs. Mr. Natcher, I think I could second the statement 
Mr. Peterson made earlier, that we do feel the watershed ac tivity is 
a very fundamental part of this total conservation job. We believe 
the principle that is involved with the Federal Government working 
in cooperation with local and State agencies to get the job done is 
au cael principle, that a great deal of progress is being made. 

We would hope in the future we will be able to fulfill our part of 
the obligation at a rate and in a manner with which the local and 
State people are ina posit ion to move forward. 

Mr. Pererson. With further reference to that, as you well know 
the total budget of the Department of Agriculture is of a considerable 
magnitude. It is not my purpose to discuss the merits or demerits 
of any programs that may be within the Department’s responsibility 
that give rise to the size of the total budget. But the facts are that 
the sheer magnitude of funds going into the economic side of agricul- 
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ture, if I might use that term, is such that the general areas of re- 
search, education, resource management, conservation, and animal 
disease and pest control, marketing services such as grading and 
standardization, crop statistics, things that were at one time the 
heart of the Department of Agriculture, in my frank judgment are 
not being supported as their relative importance merits. That is no 
reflection upon the administration of the Department of Agriculture 
for any lack of interest but it merely is indicative of the circumstances 
in which we find ourselves considering the total obligations of the 
Department of Agriculture. 

Mr. Narcuer. You refer to the agricultural portion of the budget 
as substantial. When you take away the authorizations, is it not true 
you only find it is a little over 4 percent of the entire budget for agri- 
culture, slightly over 4 percent ? 

Mr. Pererson. I would need to check those figures. I do not recall 
from memory. 

Mr. Narcuer. If you check them, you will find them to be 4.8 or 
4.9. I donot believe you think this amount is too much. 

Mr. Prrerson. I did not attempt to say that, Mr. Natcher. TI at- 
tempted to say the total magnitude of the Department of Agriculture 
budget, irrespective of the reasons, is such that it simply is not possible 
within the funds available in our judgment at least to support the 
broad area of activities to which I made reference as we think their 
relative importance merits. 

Mr. Natcuer. Thank you for the fine work you are doing. 

Mr. Marsuati. The committee will stand adjourned until 1 o’clock 
Friday. 


Fripay, Marcu 7, 1958. 
Mr. Wuirren. Mr. Andersen, we will pass the witnesses to you. 


1959 ORIGINAL BUDGET FIGURES 


Mr. Anpersen. My first question is: What were the Department’s 
budget requests submitted to the Budget Bureau for the items under 
the Soil Conservation Service? I am talking about the requests as 
they left the Department to the Bureau of the sudget. 

Mr. Grant. The Department estimate for conservation operations 
was $74,845,000. The estimate for watershed protection was $22,- 
200,000; for flood prevention, $13,620,000; for water conservation and 
utilization projects, $335,000; and for the Great Plains conservation 
program, $20 million. The total was $131 million. 

Mr. Anversen. Thank you, Mr. Grant. What were the agency esti- 
mé an partment for these same items ? 

Mr. Grant. The agency estimate for conservation operations was 
$75,645,000 ; for watershed protection, $26,515,000; for flood preven- 
tion, $1 1,190,000; for water conservation and utilization projects, 
$335,000; and for the Great Plains conservation program, $20 million. 
The total was $136,615,000. 

Mr. Anpersen. Thank you, Mr. Grant. 
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BUDGET RESERVE IN WATERSHED PROTECTION PROGRAM 


One more question, Mr. Grant. You mentioned the other day some- 
thing about a budget reserve in which some considerable amount of 
watershed-protection money had been placed by the Budget. Do you 
recall that figure ? 

Mr. Grant. It was $10,839,000. 

Mr. ANDERSEN. Just what is the process when the Budget decides 
they want to hold up this money? Do they inform you people that 
they are taking it from your authorization to spend ? Is that it? 

Mr. Grant. Mr. Andersen, the process varies considerably de- 
pending upon the circumstances. This particular reserve was recom- 
mended to the Bureau of the Budget by the Department. It reflected 
the delay which had been ene ountered in getting these projects under 
way, with the result that we did not anticipate there would be a need 
for these funds in this fiscal year. 

Part of the reserve represents a lapse between the obligations ac- 
tually incurred in the first quarter and the amount originally planned 
for obligation in the first quarter. But the largest part represent a 
reserve initially recommended by the Department. 

Mr. AnpersEN. In other words, the $10,839,000 represented money 
which you felt was not needed at this time to carry out the intent of 
the Congress ? 

Mr. Grant. That is correct, sir. 

Mr. Anversen. Now that of course was brought on by the various 
projects being delayed, some of them in coming to the anticipated 
point where perhaps the contracts might be let and where the money 
might be needed for construction. I can see how this money would 
pile up. 

What effect will that have in the future upon these particular proj- 
ects? Will you have to go to the Bureau of the Budget and make 
a case before them in order to withdraw from the reserve if you need 
this money to take care of these various projects ? 

Mr. Grant. In the current fiscal year if there should be need for 
any of these funds we would have to make a request to the Bureau 
of the Budget and I believe if our request is reasonable there would 
be no doubt but what the funds would be released and made available 
for use in those projec ts. 

Mr. Anpersen. There would be no intent on the part of the Bureau 
of the Budget to offset the intent of the Congress relative to the ex- 
penditure of these funds? 

Mr. Grant. I do not know of any such intent. 

Mr. Peterson. I wanted to observe that in one of the other agencies 
where there was a budgetary reserve set up we did have occasion 
to go to the Bureau of the Budget and ask for release and it was 
granted. That would have-some reference to the question you just 
asked Mr. Grant. 

Mr. Anversen. I will refer this to you, Mr. Peterson. I note now 
that there is only a request for $14 million pending before this sub- 
committee for watershed protection for fiscal 1959. That is a de- 
crease of $11 million below what this subcommittee made available 
for the 1958 fiscal year. 
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In adidtion I note the footnote which states that $10,839,000 is esti- 
mated to be available from pr ior year balances. Of course that is the 
amount of money we have just been talking about that has been put 
off as a reserve. 

Are we actually going to have sufficient money available if we 
were to allow you only the $14 million for watershed protection ? 
Do you think we will have sufficient money available in the fund so 
that you people can go ahead and really do the job if these requests 
for these new watersheds start to come in? Will it not more or less 
hamstring you ? 

Mr. PETERSON. It is difficult to answer that question with exact- 
ness. As I said the other day, we have analyzed the carryover funds 
that we had in the watershed work as far as our own Department is 
concerned and had analyzed the experienc e of the older operating 
agencies, Bureau of Reclamation and C orps of Engineers, and from 
an experience factor it is indicated that about 16 percent of the avail- 
able funds in any fiscal period are carried over into the next fiscal 
period. 

As I attempted to explain when this question was raised the other 
day, in the earlier part of these hearings, there is reason to suspect 
that if this procedure is followed, there could be a lag in obligations 
of funds between one fiscal period and the avail: tbility of funds in 
the next fiscal period. We are not sure that will occur but T think 
it could happen. 

Mr. Anpersen. What harm does it do, Mr. Peterson. if we do have 
some of these funds pile up waiting for actual expenditure? After 
all, those funds are lying there on the shelf in more or less a book- 
keeping transaction, refe rring to this $10,839,000. That money has 
not been expended, nobody is paying interest on it. Is that not the 
case ¢ 

Mr. Pererson. I believe that to be the ease. 

Mr. Anpversen. Is that right, Mr. Grant ? 

Mr. Grant. That is correct, sir. 

Mr. Anpersen. If the Congress In its wisdom decides it wants this 
particular project, watershed protection overall, to proceed at the rate 
of $25 million a year, which is scarcely the price of an up-to-date 
destroyer nowadays, what is wrong if some of that money does ac 
cumulate in a trust fund rather than a reserve? I am suspicious of 
these reserves because I am afraid the money will not be available 
when the demand really opens up. Do you see my point ? 

Mr. Pererson. I think I understand. 

Mr. Anpersen. I want to be assured this entire program goes ahead 
at the same scale as the Congress intends that it shall go and not wake 
up someday and find out that unfortunately, because of the Budget 
Bureau having put it into the reserve, fhat you people are unable to 
advance certain projects as they become ready for the process of let- 
ting contracts. Can you enlighten me on that a little bit ? 

Mr. Pererson. As I understand the whole reserve question, it is 
primarily related to the budget operation and the operation of the 
Treasury with respect to the debt ceiling. I must admit I do not 
have all the details of that rel: ationship but that is my understanding 
of the reasons for setting up reserves. 
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[ do not feel that there is any, either intent or reason, to suspect 
that the funds made available by the Congress for this purpose will 
not be used for this purpose to the full extent Congress makes them 
available. 

Mr. Anpersen. Mr. Peterson, last year we gave you people $25 mil- 
lion for overall watershed protection work. 

Mr. Pererson. That is correct. 

Mr. ANnpersEN. That was the intent of the Congress that this whole 
program should proceed at that pace. This year the Budget asks 
us only for $14 million in the official request before us. 

Now, certainly if that is the same-case next year, if a request comes 
in for $15 million, certainly the money will not be available as the 
Congress intended it should be, that this whole program go along 
about on the basis of $25 million a year. Somewhere along the line 
there is going to be a lag of money, temporarily $10,839,000 of this 
money is unneeded. It is waiting for these contracts to be let. 

In effect, what the Budget is doing, if we permit this to stand, the 
Budget is saying to the Congress, well, we are going to shortchange 
this program of watershed protection to that extent, whether you 
gentlemen like it or not. 

[ would have a different opinion as to that if a came in again 
this year and asked for $25 million new money. I do not mind the 
$10 million of the old money being impounded temporarily but not only 
do they impound the $10,839,000, but then that is taken as an excuse for 
lowering the request to the Congress for this coming fiscal year for 
the whole program. 

If that continues, I can see in about 5 years where this program, 
which is very dear to this subcommittee and to the Congress, might 
fritter away, Mr. Chairman, to where it amounts to nothing. I claim 
this, Mr. Chairman: That regardless of the impounding of that other 
money which temporarily might not be needed, the Budget should 
come in here and ask us for the $25,500,000 figure we gave them last 
vear for the work for the coming fiscal year. I would like your 
opinion on that, Mr. Chairman. Do you not feel it eventually means 
shortchanging the whole program ? 

Mr. Wnuirren. I know how vitally interested my colleague from 
Minnesota is. It was under his chairmanship that this program was 
started. I thought it was significant that Mr. Peterson testified that, 
unless you let them have a carryover of funds, they could not enter 
into contracts. So if we take away their bank balance so to speak, 
to that point we limit the contracts that can be entered into, as I 
understand it. 

Mr. Prrerson. That has reference to the point I tried to make, Mr. 
Chairman. It seems to me there is a possibility, which we want to 
frankly present to this committee, that under the procedure that the 
budget envisions, were it possible to obligate all of the funds that 


are available plus the carryover, we could come to a situation during 


some point in the fiscal year where new obligation would have to stop 
until new money became available in the ensuring fiscal year. 

Mr. Wurrren. I have not followed the matter through to the point 
of reaching any definite decision. But certainly I agree with my 
colleague that a sizeable part of this $10 million, a reasonable cushion, 
is essential to maintain continuity and move this program ahead on 
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a continuous basis as Congress intended, and at as fast a rate as 
possible. Your testimony shows how valuable it is to get the work 
done. 

[ certainly agree with you a to the principle. Just how far we 
should go in this restoration I do not know. 

Mr. Anversen. I think you will agree, Mr. Chairman, that in the 
general watershed-protection work throughout this big country = 
the United States, we ought to be able to expend $25 million a yea 
to conserve the soils on those watersheds. That is the price of one 
up-to-date destroyer. When you put it in that light it more or less 
looks ridiculous to me that a program of this magnitude that is so 
essential in every section of the United States should be shortened. 

In one of my counties, Mr. Chairman, in Lyon County, this last 
June, about 9 months back, we suffered damage to the extent of $18 
million. In other words, more money suffered in direct loss in that 
one little flood there than all of the money asked for by the oe 
in this particular instance nationwide to try to do something of 
permanent nature to hold the waters back in the far reaches and aoa 
such destruction from occurring. 

Based on that premise, I think we are pennywise and pound-foolish, 
Mr. Chairman, if we permit any reduction of this nature. 

Mr. Wuirren. Mr. Andersen, I pointed out the other day in this 
that the committee cannot help but look at all aspects of it. In the 
same budget that recommends this cut there is $173 million for similar 
projects in 17 foreign countries. Certainly if we are in shape to do 
that kind of thing there, we ought to think twice before we curtail the 
efforts in our own country. 

Mr. AnperseNn. I am positive all the gentlemen in this room today 
are just as sincerely interested in this work as any members of the sub 
committee are. I realize the budget situation before us. But I have 
brought out my feelings relative to that particular item. 


CONSERVATION OPERATIONS 


I would like to go into the conservation operations item. 

Am I right in the information given to me, Mr. Grant, my memory 
is you said $75,645,000 was requested by SCS of the Department for 
operations ? 

Mr. Grant. Yes, sir. 

Mr. Anpersen. That has been cut down by the Budget, it was cut 
down very slightly by the Department, only $800,000, on its way to 
the Budget, but the Budget has allowed us $72,280,000, that is the fig 
ure before us. 

Mr. Grant. That is correct. 

Mr. Anpersen. Might I ask Mr. Williams this? 

Mr. Williams, will this give us any money to do anything toward 
staffing new districts? I believe the answer was “no” the other d: ay. 

Mr. Wiru1ams. The only way we could staff districts in 1959 would 
be further withdrawal of technicians from existing districts. 

Mr. Anpersen. I have come to the conclusion this past year that 
unless we do provide additional funds to staff the new distric ts in their 
own right, that it is rather foolish for us to even consider beginning 
staffing them at all for this particular reason. We are shorte changed 
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enough, Mr. Williams, as it is in the regular conservation districts as 
far as technical assistance is concerned. 

Automatic raises in salaries and grades and so forth in our tech- 
nician — is just making it impossible to get the amount of work 
this year, for example, out of $72 million as it was 3 years back be- 
cause all ‘along the line you have got additional set expenses, do you 
not, which are automatic according to law? Consequently it is my 
feeling that you do not get the actual operations work with this same 
amount of money this year as you did 3 years back. That is solely 
because of actions of Congress and not because of you gentlemen. 

2 am trying to point out the situation that this butter on this slice of 

“ad is vetting thinner and thinner each year. Now if we in the 
po place get cut. down $265,000 below what we gave you gentlemen 
last year for this same work, and in the second ‘pl: ice have to staff 
how many new districts ? 

Mr. Wiuu1aMs. We estimate 30 would be organized the next. fiscal 
year in addition to the full year of the 40 organized this year. 

Mr. Anpersen. According to law you are supposed to do some- 
thing with those new districts upon their establishment, are you not? 

Mr, Wuutams. Mr. Andersen, that depends of course upon the 
memorandum of understanding that the local soil conservation dis- 
tricts enter into with the Secretary of Agriculture under which they 
are entitled to receive assistance to the extent such assistance is avail- 
able. We cannot assure them assistance beyond what we have of 
course. 

Mr. AnperSEN. If you will recall, gentlemen, the Association of 
Soil Conservation Districts had their annual meeting in Minneapolis 
the other week, just last week, I believe. In the reading of the hap- 
penings at that particular convention I could see speaker after speak- 
er who regretted that the Budget had squeezed down soil conservation 
operations as we have in this particular budget. Many of them felt 
that it was certainly, to say the least, a movement in the wrong 
direction. 

I wonder, Mr. Peterson, if you will furnish me, please, officially 
at this point in the record how much this subcommittee should place 
in the bill for the soil conservation operations if we decide to go on the 
premise that, first, we want the work to go along the same standard as 
it has last year and, secondly, we want to add to that suflicient per- 
sonnel so as to properly staff the new districts coming in. 

Mr. Pererson. We can supply that. 

Mr. Anpersen. I would like it in a little detail just how much it 
should take to do the job. 

Mr. Pererson. We will do that. 

(The information referred to follows:) 

The following table shows the amount needed for conservation operations to 


maintain “the same standard” as in. 1958 and to staff 30 new districts expected 
to be organized in 1959: 


| 


Total | Average | Total | Average 
Explanation | Total number ymount | number | man- 
| obligations of per of man- | years per 
| districts | district years district 
Available fiscal year 1958__ eee $72, 361, 000 2 230 $25, 569 11. 486 4.06 
Increase for 30 new districts in 1959 769, 000 30 25, 569 122 4.06 
1959 appropriation needed to maintain 1958 level of 
service to soil conservation districts ; 73, 130, 000 2, 860 25 


25, 569 11, 616 4.06 
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PERSONAL SERVICE COSTS 


Mr. AnpersEN. Also provide in the record at this point the addi 
tional costs I have pointed out, the last 5 years, for example, in the 
line of automatic grade promotions and such. Can you estimate 
that ? 

Mr. Wuuiams. Might I respond to that now’ Your chairman 
asked the question here previously with respect to my estimate as to 
what that increment of increased cost would be. I indicated at that 
time that as nearly as I could tell it would approximate $3 million for 
conservation ope rations. 

Mr. Anpversen. I recall the chairman did ask the same question of 
you. The chairman is just as interested in this whole field as I am. 
In fact, I do not know outside of REA perhaps of any part of agri- 
culture, also Farmers’ Home Administration, that this entire sub- 
committee in so interested in as we are in the Soil Conservation Ser 
ice. I put those three at the top of the list. I will be pleased if you 
will give us that information. 

Mr. Pererson. We will supply it for the record. 

(The information referred to follows :) 

The following table shows the staff that was available to provide assistance 
to soil-conservation districts 5 years ago, the average cost per man-year then 
being $5,015, and the additional staff and funds needed to provide assistance at 
the same man-year rate per district in 1959. Increased costs have raised the cost 
per man-year to $6,300 in 1958. 


Total Average rotal A veragt A verag 
Explanation otal number | amount | number |man-years) cost per 
obligations of per of per 
districts | district |man-years| district 
Obligations fiscal year 1953 $57, 504, 630 2, 549 $22, 560 11, 467 4.33 $5, O15 
Available fiscal year 1958 72, 361, 000 2, 830 25, 569 11, 486 4. OF fh, BOK 
Increase to cover added costs — pro 
vide san ne average staff per district as 
in 195: 4. 839. 000 76S i: 
Increase ‘for 30 new districts in 1959 818, 000 30 27, 267 130 4. 33 6, 300 
1959 appropriation neede 4 to maintain 
1953 level of service to soil-conserva- 
tion districts 78, 018, 000 2, 860 27, 279 12, 384 4.33 fi, BOK 


SOIL TECHNICIANS 


Mr. Anpersen. Mr. Williams, I would like to ask of you whether 
or not it is your opinion that we have the proper number of tech 
nicians in soil-conservation districts to do the job expected of them. 
Just what is the picture nationwide / 

Mr. Witu1ams. Mr. Andersen, I think a good reflection of that sit 
uation is the response to the questionnaire that you referred to and 
the meeting of the soil-conservation district supervisors held in Min 
neapolis recently. The results indicated that some three-fourths of 
the soil-conservation districts in the United States believed they 
needed the equivalent of one additional technician per soil-conserva 
tion district. 

Mr. AnprersEN. How many districts do you have in the United 
States / 

Mr. WitutAMs. 2,779 officially at this time. 
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Mr. Anpersen. Would you say 2,000 of them feel they are short- 
changed on help ?¢ 

Mr. Wiiu1AMs. Three-fourths of that total figure. 

Mr. ANprersen. Approximately 2,000 ? 

Mr. Wituiams. Roughly that. 

Mr. Anpersen. This of course would be fractionally increased 
we expect these same districts to take care of the new districts this 
year, the situation would get that much worse ¢ 

Mr. Wiiui1ams. There would be a withdrawal of up to approxi- 
mately 120 people from existing districts for the new districts. The 
situation would be that much different. 

Mr. Anpersen. That is right. How much would these 2.000 addi- 
tional people cost if the subcommittee were to really go the whole 
way and do a good job on this? When I say a good job I am giving 
my opinion as to what would be a good job which is to have sufficient 
help there to doa good job. 

Mr. Perersen. I assume you mean how many people it would take 
to respond to the requests from district cooperators for technical as- 
sistance to the degree they were ready to use it. 

Mr. Anpersen. I had in mind what Mr. Williams has just said that 
three-quarters of the districts feel they are short about one man. 

Mr. Pererson. My understanding is that in each of those districts 
so reporting there are farmers who are district cooperators who wish 
to have technical service that we are unable to supply as fast as they 
are ready to use it because we do not have the personnel to do it. J 
assume that was your point. 

Mr. Anpersen. Well, yes, partially so, because it was not too many 
years ago you will recall that Soil Conservation Service was unjustly 
criticized because of the slowness with which they were getting the job 
done as a whole. 

Mr. Pererson. I appreciate that. 

Mr. Anpersen. That is why through the years I have personally 
tried to increase the money for operations so that we can make a better 
showing as to the number of farms planned and started along the line 
of conservation. We are in a whole lot better shape today than we 
were 6 or 8 years back, I think you will admit. 

Mr. Pererson. We are making some progress. 

Mr. Anpersen. We are making some progress but can you give me 
an estimate on that question, Mr. Williams? 

Mr. Wituiams. Assuming the figures of 2,000 technicians at the 
average cost of salary and associated expense which will average about 
$6,000 per man-year, that would amount to about $12 million to satis- 
fy the indication that the district people made in their questionnaire. 

Mr. ANDERSEN. Say if we went 20 percent of the way, suppose we 
furnished that, that would be about $2,400,000 required to meet -~ 
one-fifth of that extra demand. Of course, if we could put instead « 
2,000 technicians, whom we could probably use today with great 
benefit, if we could put into the budget money to put an additional 
100 men on, one-fifth of the number, and then put those men in the 
spots where they are most needed, if we made that a yearly goal to tr) 
to catch ae a little bit annually and sort of boost this appropriation 
up a little | it each year so as to become current after 5 or 10 years, J 
just think that would be good business. 
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Mr. Pererson. Let me say that whatever we can do to advance the 
application of conservation that brings together all of the techni- 
cal knowledge we have so that the individual farms throughout this 
Matin can be placed in such state that there is protection of the soil 
resource and enhancement of the water resource, I think we all agree 
would be good business. 


RESULTS OF CONSERVATION PRACTICES 


Mr. Anpersen. We had occasion to study farms which had been 
put under good soil conservation practices prior to the flood last year 
in my region. It is surprising how little damage was done to the 
soil there on those particular farms which have been well advanced 
in terracing and everything of that nature. In fact, there was prac- 
tically no damage on some of the farms which had been 100 percent 
completed. 

Mr. Pererson. That is characteristic wherever that work has been 
put in that State. 

Mr. Anpersen. Any doubting Thomas who wanted to see the good 
of this work only needed to see some of the pictures taken right after 
that flood and see the difference between a farm just a mile or so over, 
here is one farm here that has been taken care of by your organiza- 
tion’s assistance, here is another one neglected, and the one neglected 
was rutted and gutted. The other was practically untouched. 

The biggest one feature about that farm whic h had been properly 
taken care of is it retained a lot of that water, held it back long 
enough so that it went down into the soil rather than rushing off to 
help sweep the soil from the farms below and flood the cities on 
downstream. 

Here is another place I think we are penny wise and pound foolish 
from the flood-control situation. I think we can save at least $10 for 
$1 by pushing this soil conservation work all the way through Amer- 
ica, just in obviating flood damage which otherwise is bound to come. 
That is my personal conviction. 

Mr. Pererson. There is certainly a material contribution it is mak- 
ing and I think can, continue to make. I would like to make this 
further observation with your permission. 

In my travels over the country in getting on to some of the farms 
where we are doing conservation work and where * was well ad- 
vanced, I found a better financi: lly based oper: ation, a happier group, 
better homes, and better living. The human contribution of this work 
I think is something we cannot put a dollar value on but I nonethe- 
less think it hasa very material value. 

Mr. Anpersen. Yes, I was really proud of observing the manner in 
which the Soil Conservation Service employees throughout my area 
of the country were able to get in there and have been able to get in 
and help these farmers figure out some means by which to obviate 
future flood damage. I have seen these men get in there and head up 
meetings, tell the farmers the advantages of these little watershed 
protection organizations. They are out working days, nights, week- 
ends, and I don’t think they ever fail to respond to a call. They are 
really frontline soldiers in this fight to save our soil and water re- 
sources. 
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I really feel that the Congress will be derelict unless it goes as far 
as it possibly feels it can in strengthening this organization in the 
field. I would like to see at least 500 or 1,000 more field emp ployees 
put on. That is my abeweal feeling, whether it costs $2 million or 
$5 million, I think it is good for our country. I am just stating that. 
I know you people basically agree with me. Of course, you are held 
down by the budget limitations. You do not have the freedom of 
expression that we perhaps have on this side of the table. I know that. 

Mr. Pererson. On that point, Mr. Andersen, I think all of us will 
agree we have individually and officially in our various positions the 
reasdnel bility to try to recognize the total size of the budget. You 
people here are ina better position to exercise your judgment when you 
look at other areas outside of our immediate area but within the frame- 
work of the problems before us and the limitations within which we 
operated in preparing this budget, I personally felt we had not fallen 
too far behind, admitting there is a very substantial backlog of work 
and good that can be accomplished. 

Mr. ANpersen. I am not so much exercised over the size of the 
operations budget as | am over the watershed protection. 1 think the 
Budget has made a distinct mistake in only asking for $14 million. 

I will let the discussion relative to the conservation operations end 
at this point, Mr. Peterson. I want to ask you one further thing. I 
do not know who would want to answer this question. 


a 


FIELD MAPPING OF SOILS 


What is the situation with respect to field mapping of soils as 
compared with the 15-year project you provided to the committee in 
past years ¢ 

Mr. Wiiutams. Mr. Andersen, I will ask Dr. Kelloge to answer 
that. Dr. Kellogg is the Assistant Administrator for Soil Survey 

Mr. ANpersen. Very well. 

Mr. Kenioee. The 15-year program which we were requested to 
develop for consideration by the bureau of the Budget contemplated 
a gradual expansion of the soil survey program for field mapping 
throughout the country. 

The budget we are operating under this year did not give that in 
crement and of course the estimate for the next year is just the same. 
So we have fallen quite a bit behind. In fact, by accumulation from 
former years, we are $14 million behind the projection of the 15-year 
program. 

Of course, you understand that the soil survey work requires large- 
ly technically trained people. One cannot ex ‘pand that kind of 
scientific work suddenly. Now that we have fallen behind, of course 
we would not find it practical to try to get back on that 15-year pro- 
oTam all in l year. 

Mr. AnpersEN. You are $14 million behind in the program today ? 

Mr. Kenuoae. We are $14 million behind the schedule projectec lin 
1956. It would take an increase of $14 million to put us on that 
original 15-year program. 

Mr. Anpersen. Like you say, that would not be practical at this 
time. 

Mr. Ketioce. No: not all of it. 
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Mr. Anpersen. That is largely due to the lack of technical help? 

Mr. Ketioce. We employ mainly college graduates. When these 
technical people are employed they have to work under supervision 
for a while. It would not be practical to try to recruit that group of 
men and get them into the program in 1 year. That would not be 
practical. 

Mr. AnperseN. You might say the field mapping of soils must re- 

*main somewhat secondary to the main job; is that right? 

Mr. Kexxoce. It is an essential part of the main job, sit 

Mr. Anpersen. I know it is. 

Mr. Kextioce. We do not do the conservation work on the farms 
and ranches without first having made a soil survey. So that ac- 
tually if the soil survey should fall behind seriously, it would jeopar- 
dize the many other activities upon which it is based. 

Mr. Anpersen. How much did you say was in the budget here, Dr. 
Kellogg, for this this year ¢ 

Mr. Keiioce. Our total estimated for the soil survey this year 
is the same as for the fiscal 1958 year, approximately $9,975,000, used 
in the soil survey program. 

Mr. Anpersen. Thank you, sir. 


SPECIAL CONSERVATION PROGRAM IN THE GREAT PLAINS STATES 


Now, Mr. Peterson, we have been hearing quite a lot about a spe- 
cial conservation program in the Great Plains States. Could you 
briefly outline that program, telling us how it differs from regular ac- 
tivities and whether the principles have broader application to the 
other sections of the count ry ¢ 

Mr. Pererson. I can do it now or put it in the record. 

Mr. Anpersen. Just put it in the record at this point. 

Mr. Pererson. Very well. 

(Note.—The information requested is included in the material furnished on 
p. 1620.) 

SMALL: WATERSHED PROGRAM 


Mr. ANprersen. As we look to the future in the soil and water con 
servation activities how do you visualize the small watershed program 
as fitting into the total picture / 

Mr. Prrerson. The small watershed program as I see it, Mr. Ander- 
sen, is the extension of the basic idea of a conservation program for an 
entire farm property, the entire farm unit, with its varying soil types, 
topography, soil capabilities, problems of water management, and so 
forth, merely expanded to take in the whole community of farms, 
towns, cities that may exist in a given watershed area. 

I have said that in my judgment a farmer to use effectively the con- 
servation program tools that are available to him needs a plan for his 
whole farm. He will move into that plan over a period of time as he 
can with the tools that are available but he has a goal that he seeks to 
reach, which is placing his entire farm or ranch unit on a conservation 
oper: ations basis, if I might use that expression. 

The small watershed program simply enlarges that concept to in- 
clude the entire watershed community and all the values in that com- 
munity whether they be farm values, town values, other public values 
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or what have you. It includes such things as water management, 
wildlife management, and recreation, if that can be incorporated into 
the local program. It brings together the whole community to ad- 
vance for that community the conservation plan which has you might 
say a compass in the form of the plan for the community. 

Mr. Anpersen. I think that is a pretty good answer, Mr. Peterson. 

There seems to be growing interest on the part of non-Federal inter- 
ests, including local and State governments, in the programs and work 
of soil-conservation districts. 

Do you believe that such districts have continuing significance in 
this general picture ? 

Mr. Prererson. Let me say first I thing that the districts afford the 
principal present vehicle to get conservation on individual units organ- 
ized and planned, undertaking to apply so far as landowners or oper- 
ators can apply it all the technical information and program tools we 
now have in our kit, so to speak. 

The district is, as I would express it, a magnet or a catalyst, not to 
manage all these programs but to bring them to bear upon the prob- 
lems of farmers as they exist in the district or upon a watershed 
within the district. 

I think the district performs its best function in enlisting the sup- 
port and help and understanding of all of the interested public in the 
problems of conservation as they exist within that district. 


RELATION OF ACTIVITIES TO DISTRICT PROGRAMS 


Mr. Anpersen. To what extent should these activities be related to 
district programs? Can you answer that or should Mr. Williams 
answer it? 

Mr. Pererson. I would like to respond. I think the programs 
would be materially strengthened if they were related to the district 
program. If my analysis is correct the district affords a vehicle to 
bring to bear all local expression and local interest and local pur- 
poses so that the several program tools can be applied in consonance 
with the local interests on an organized basis. 

Mr. Anpersen. I had this in mind. I personally agree with the 
chairman that $125 million asked ‘for in the budget for the Agricul- 
tural Conservation Program for the following year is about half 
enough, that this sube ommittee should put the full $250 million pro- 
gram back in. 

At the same time I would like to see those funds put to good use and 
I would like to see my farmers get the most good out of the program. 

Mr. Prererson. As I indicated I agree with you on that viewpoint. 
We start out with technical information that comes from research. 
At any given time a given farmer has his problems of money m: ™ ige- 
ment and his ability to progress. I fail to understand how he can 
progress getting the best returns from the dollars he invests as well 
as the public’s money unless he knows the capabilities of his soils, 
what his water-management problems are, how you tie that. all to- 
gether so that he can get the maximum benefit out of the land he has 
in crop production or grazing use. It is not a question of who should 
run a program. It is a question of how these programs should be 
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fit together to do the best job of conservation for the money ex- 
pended. ‘That is the whole question. 

Mr.’ ANDERSEN. It is disturbing to me to learn from Dr. Kellogg 
that we are $14 million back in that particular soils mapping program 
that we discussed. That means that the mapping of the individual 
farms is just back that much behind what we had hoped it would be 
on the 15-year basis. 

Mr. Pererson. That is correct. 

Mr. Anpersen. This very work we are talking about. Unless these 
farmers have this map of their farm and the soil potentialities and 
the information provided to them, how will they know where to most 
effectively carry out their own conservation e fort / 

Mr. Pererson. They will not. 

Mr. ANDERSEN. I think that is definite. They will not. 

Mr. Pererson. Our soil survey and our soil m: ap ping is certainly 
key to any intelligent application of conservation programs in a" 
judgment. 

Mr. Anpersen. I am satisfied it is and I suppose ‘anybody listening 
in to this discussion on my part today would say, well, he is asking 
for more money all along the line. But, gentlemen, | think that is 
what it takes to get this job done. When I think of that $18 million 
loss right in Lyon County alone, I think about one-third of that could 
have been prevented had the farms affected all been well terraced and 
taken care of under practices of which we are today aware but whi | 
a lot of the farmers have not carried out. I think had that been done, 
$4 or $5 million at least could have been saved of that loss. Iam only 
mentioning a small share of the flood loss that I know of around the 
United States. 

SOIL CONSERVATION PERSONNEL 


So if we are in a period of trying to find work for people, Mr. 
Peterson, I think I could find you a half dozen good men in my 
district who, while not what I would eall real technicians, not of the 

ealiber of our Soil Conservation Service people, nevertheless they are 
aad enough so the \ could v0 in and as assistants to our soil conserva 
tion people, just doan awful lot toward helping out, bringing this work 
up a little bit. I believe that is the case all over the United States. 

Mr. Pert RSON. We use conservation aids, as you know, the type of 
people you are talking about. 

Mr. Anpersen. I know a lot of those men are pretty smart men. 
That is what I had in mind when I suggested that perhaps we should 
try to get 500 more men into the field to back up t the trained men whom 
we do have there. 

Mr. Prererson. We have that problem through the good part of the 
structure that is in my immediate area of responsibility in the De- 
partment. We mentioned research the other d: ay. Talking about. re- 
search expansion, expansion should be vertical in my opinion in that 
we provide the subprofessional help and the aids to our professional 


t 


people so we get the maximum productivity from our professional 
people. 
Mr. Anpersen. I got my idea on this this afternoon from what you 
said the other day. 
Mr. Perrerson. I believe it to be true. 
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Mr. Anperson. That is very smart. Here you have a trained man, 
he is able to do certain things. It is like an engineering job. I used 
to be a resident engineer on a construction job. I know how to do 
certain things but unless I had the men under me that job would 
have tailed out incessantly long. 

Mr. Prererson. It was not your place to get on the end of a shovel. 

Mr. Anperson. I had 250 men working under me. We constructed 
a little railroad, built a big crushing plant. Then there were men 
above me who gave me the assistance in detailing things concerning 
which I was not able to do the job. 

It is the same with your Soil Conservation Service men back 
these various counties. If we could give them additional conservation 
aids, I think we could push this work along in good fashion. 


TEN MILE CREEK WATERSHED 


Mr. Peterson—and Mr. Williams, well knows this situation—lI want 
to call the : attention of the subcommittee to this. 

One of the watersheds covered in the report of our committee in 
vestigators was Ten Mile Creek in my district. You know that par 
ticular watershed, Mr. Williams. 

Mr. Winutams. Yes, sir. 

Mr. Anprersen. The e port referred to the obstacles placed in the 
way of that watershed by the Fish and Wildlife Service. I regret 
to say the opponents have been successful in blocking the watershed. 
The local people at a public meeting recently voted to give up their 
efforts to proceed under the w: atershed law and decided to go the 
judicial ditch route. The net result is that the farmers in that water- 
shed will lose over a million dollars in Federal assistance, they will 
have to bear all the engineering and construction costs and they will 
end up by draining every drop of water in that area. In spite of the 
fact, gentlemen, that our Soil Conservation Service people went in 
there along with myself and we got the people to agree to a compromise 
whereby some of this wet land would be left in certain areas to be 
worked by the Fish and Wildlife Service, potholes and such. The 
Fish and Wildlife Service decided they had to have all or nothing 
and because of their obstinate method of procedure they end up by 
getting nothing, the farmers end up by losing the opportunity to 
advance this as a watershed, the farmers lose $1 million in Federal 
aid, and I think everybody along the line suffered. 

I am putting this deliber: itely into the record. I have something 
to show to point out to the F ish and Wildlife people as to the short- 
sightedness of their particular autocratic group. 

Actually no one has been he ‘Iped by this arbitrary attitude on the 
part of the wildlife advocates. This committee is concerned about 
this problem and we would appreciate anything which you can add to 
the ad either Mr. Williams or Mr. Peterson, later on regarding 
the situation in Ten Mile Creek and any other watersheds under 
attack from these same sources. I yield now. 

Mr. Marsuauyi. I wonder why the Fish and Wildlife Service are 
not interested and do not put forth more effort over in the areas of 
the State where they want them to do a lot of work. In our State of 
Minnesota we have vast areas that the resort people, recreational 
people, are urging the Fish and Wildlife Service to do more. Why do 
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they not go into those areas instead of dabbling around where they 
are ¢ 

Mr. Anpersen. You showed me, fall before last, up in your area a 
huge quantity of land in which the Fish and Wildlife Service could 
do an immense amount of good were they to go in and help the com- 
munities advance the projects you had in mind. 

Mr. Marsnauu. You and I saw locations where the United States 
Forest Service were trying to get the Fish and Wildlife Service to as- 
sist them in their problems. I do not know why they do not get over 
there—that is a resort area where people take advantage of it—in- 
stead of dabbling around where they are. 

Mr. Anpersen. I feel it was a step backward when we had Ten Mile 
Creek all ready to go, gentlemen, and the Soil Conservation Service 
people had done a splendid job in arriving at a compromise where 
about one-tenth of the land most heavily dotted with potholes would 
be kept from being drained, and the Fish and Wildlife people then 
could step in and do something; but, no, the Fish and Wildlife Service 
wanted it all or nothing and so they not only cut their own throat, all 
that land will now be drained, but they have also taken away from 
those farmers in my area their 50,000 acres of land, waterlogged, they 
have taken away from those farmers the possible $1 million assistance 
on the part of the Federal Government. 

Mr. Anpersen. Mr. Chairman, I am deliberately putting this into 
the record because I am determined that we are going to find out just 
why, if you will aid me in so doing, Fish and Wildlife is as arbitrary 
as it is. 

Mr. Prererson. May I observe, Mr. Andersen, that we thought we 
had a pretty good plan for Ten Mile Creek. 

Mr. Anpersen. I thought you had a fine plan, under the circum- 
stances. 


CONSERVATION AND WILDLIFE BENEFITS 


Mr. Pererson. Moreover, we think our total conservation effort, 
including the watershed program, does give recognition to fish and 
wildlife benefits. Inthe aggregate we have enhanced fish and wildlife 
materially over the Nation through conservation efforts. I personally 
went to Minnesota and met with Mr. Selke and Mr. Kimball, went out 
over the Ten Mile and the adjoining areas, traveling a small plane 
and some by car. 

Mr. Anpersen. I know youdid. Tappreciate it. 

Mr. Pererson. I went into South Dakota on that trip and went back 
and met with the soil-conservation people in the 3 States, the 2 Dakotas 
and Minnesota. We have attempted, by every reasonable means that 
we know how, to be as fair and considerate of the wildlife problem 
as the circumstances will permit. We have taken the position that 
we are not going to stop drainage benefits through soil conservation 
or “ACP” for wildlife at the expense of farmers. I don’t think we 
can take any other position. 

On the other hand, we have tried to see to it, through appropriate 
program administration, that where there is an opportunity to advance 
the conservation use of land and at the same time enhance wildlife 
values, that those values would be recognized and enhanced. 

We will be glad to put into the record an analysis of the problem 
as we see it and what we have tried to do about it. 
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(The material referred to may be found in the appendix at the end 
of this volume.) 

Mr. Anpersen. Thank you. 

In conclusion, I want to say a few more words on this: 

All of us I am sure feel that there are logical spots to be developed 
by fish and wildlife, that certainly those spots should be developed, 
but here we have an example where good farmland has slowly become 
waterlogged, due to the fact that the outlet became silt clogged, and 
for Fish and Wildlife people to insist upon the premise that former ly 
good farmland, which unfortunately has deteriorated because of this 
condition, should never be given assistance in being drained or afforded 
an outlet, I think they are absolutely wrong. I think, as Mr. Marshall 
has stated, there are great areas which would be very much benefited 
if these same people ‘would get in and do their good work up there, 
rather than to worry about trying to deprive my farmers in my area 
of the rights which I think they have—a right to expect assistance 
from the Federal Government in regard to problems on their own 


land. 

Mr. Wiruiams. As a result of the inquiry that you made of me 
recently, Mr. Andersen, I asked our State conservationist to prepare 
a documentation on the Ten Mile watershed area, which we can supply 
for the record. 

Mr. ANpersen. Would you do that, please ? 

Mr. Wituiams. Yes, sir. 

Mr. ANprerseN. May we have that documentation included ? 

Mr. Wuirren. We will be glad to have that information. 

(The information referred to follows :) 


History OF DEVELOPMENT IN THE TEN-MILE CREEK WATERSHED—LAC QuI PARLE 
AND YELLOW MEDICINE COUNTIES, MINN. 


The early history of agricultural drainage in the Ten-Mile Creek watershed 
dates back to 1907. Judicial Ditch No. 1 and No. 3 were established under 
Minnesota statutes in 1907 and 1909, respectively, to provide drainage improve- 
ment on 19.7 miles of the main and 22.7 miles of tributaries. Judicial Ditch No. 
1 drained many sloughs along the main stem, including Ten-Mile Lake. These 
ditches were shallow and on flat grade and soon became ineffective. 

A public hearing was held on June 1, 1949, by the Corps of Engineers, Depart- 
ment of the Army, and Ten-Mile Creek was designated for flood control surveys 
as a part of the Minnesota River Basin study under general authority ; section 6, 
Public Law 738, 74th Congress. 

In 1950 soil conservation districts were organized in both Yellow Medicine and 
Lac Qui Parle Counties. It can be stated that one of the primary objecttives of 
these districts was to obtain assistance for the agricultural evaluation in connec- 
tion with the flood control surveys. 

In 1952 a petition was filed with the district court for the creation of Judicial 
Ditch No. 8, to include all of Ten-Mile Creek and tributaries. From 1952 through 
1954, SCS assisted the districts in conducting field surveys for use by judicial 
ditch system and the Corps of Engineers. 

February 16, 17, 1954: Through the efforts of SCS personnel, the local drainage 
committee called a meeting with State and Feder: al wildlife agencies to consider 
possible ways to reduce damage to waterfowl producing habitat. 

April 16, 1954: Another meeting was held for the same agencies. SCS pro- 
posed several alternatives to save valuable wildlife areas. 

November 25, 1954: An application for assistance under Public Law 566 was 
submitted—sponsored by the Lac Qui Parle and Yellow Medicine soil conserva- 
tion districts and the Lac Qui Parle County Commissioners. Application was 
approved on December 20, 1954, by the State soil conservation committee on be- 
half of the Governor. 

April 19, 1955: State conservationist recommended priorities for planning 
assistance, with the concurrence of the Minnesota State Soil Conservation Com- 
mittee: (1) Rush-Pine Creek, (2) Ten-Mile Creek, and (3) Spring Creek. 
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June 1, 1955: Rush-Pine Creek and Ten-Mile Creek watersheds were approved 
for planning assistance by the SCS Administrator. 
notified by the State conservationist. 


All interested agencies were 


June 29, 1955: State conservationist met with sponsors to reaffirm application 
and to discuss desires of local people. SCS emphasized the need for consideration 
of wildlife resources. 

August 11,1955: State conservationist was given clearance to include the main 
stem in the work plan. Data developed by the Corps of Engineers was made 
avnilable to SCS. 

October 17, 1955: Regional director of United States Fish and Wildlife Service 
requested funds from SCS to make a detailed study of Ten-Mile Creek in accord 
ance with a memorandum of understanding between the two agencies, dated 
May 12, 1955. The request was approved on October 21 and $2,215 was made 
available for the study ($2.022 actually used) 

January 18, 1956: Sponsors met with all interested agencies to review the 
work plan outline. All agencies were given an opportunity to suggest items to be 
evaluated and considered. 

January-August 1956: Limited planning carried out during this period, with 
frequent consultations with agencies and sponsors. 

September 4, 1956: United States Fish and Wildlife Service forwarded detailed 
report to SCS. The report contained valuable and useful wildlife information, 
but concluded, in part, that: “No such plan (a wildlife plan compatible with the 
proposed watershed program) is possible as long as the primary feature 
watershed includes drainage facilities.” 

September 1956—January 1957: Work plan developed, incorporating some of 
principles contained in the United States Fish and Wildlife report. 

January 16, 1957: State conservationist met with Minnesota Commissioner of 
Conservation and the Director of Division of Game and Fish to rev 
siderations being given to wildlife resources in the work plan 

January 18, 1957: A similar meeting held with representatives of the United 
States Fish and Wildlife Service. 

January 30,1957: Meeting held with sponsors to review progress and to diseuss 
parts of the proposed plan with all interested agencies, including construction 
of 640 pits and ponds and retaining of 71 permanent wetland areas (1,991 acres) 
beneficial for wildlife. In total, the proposal provided drainage outlets for 90 
percent of the wet soils, but maintained an estimated 50-70 percent of the 
waterfowl producing capacity of the watershed. Sponsors requested SCS to 
continue with planning. 

March 7, 1957: Meeting with sponsors to review and discuss cost-sharing 
Tentative agreement reached and SCS asked to continue with development of 
tentative plan. 
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March 1957: A series of public meetings was held in the watershed by the 
sponsors, assisted by SCS field technicians, the State conservation department 
and extension service to present the main features of the proposed plan to the 
people. Acceptance was generally good but some individuals, not sharing in 
direct drainage benefits. objected. Sponsors notified SCS to proceed. 

In August 1957: Rough draft of tentative work plan reviewed with sponsors. 
SCS requested to proceed. 

November 15, 1957: Tentative work plan forwarded to SCS Administrator and 
authorization given on December 13, 1957, to proceed with informal field 
view with agencies and final negotiations with sponsors. 

December 31, 1957: Copies of the final work plan were forwarded by sponsors 
to interested agencies, with request for comments by January 16, 1958. The 
final plan contained all of the wildlife features originally reviewed with agen 
cies on January 16, 1957, January 18, 1957, January 30, 1957, and intermittently 
during 1957 with individual representatives of all agencies. 

January 16, 1958: SCS met with sponsors to discuss watershed work plan 
agreement. Each soil conservation district board of supervisors, by resolution, 
authorized their respective chairman to sign the agreement. Later in the dis 
cussion, however, both districts agreed to withhold the signed agreement until 
the current desires of the local people were determined. 

January 17, 1958: The Chief, Division of Technical Services, Office of the 
Regional Director, United States Fish and Wildlife Service, notified the State 
conservationist by letter, stating, in part: “The Bureau of Sport Fisheries 
and Wildlife cannot endorse the project which in its present form will 
such serious detrimental effects on wildlife and its habitat.” 


re 


have 
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January 20, 1958: Local sponsors convened with the “original” Ten-Mile 
Creek drainage committee to arrange for a mass meeting. 

January 22, 1958: In a letter to chairmen of local sponsors, the Minnesota 
Commissioner of Conservation stated, in part: “If it is feasible, we would like 
to see a plan formulated which would reduce even further the anticipated wild- 
life losses.” 

February 3, 1958: Mass meeting held. All aspects of plan were discussed, 
following which the people in attendance voted as follows: 438 favored contin 
uing as a Public Law 566 project: 117 favored proceeding independently as a 
judicial ditch system in accordance with the petition filed with the district court 
in 1952. (There are 325 farms in the watershed.) The SCS State conserva 
tionist was so notified. 

JANUARY 22, 1958 
Re Ten-Mile Creek Watershed Work Plan 
Mr. GERHARD OLSON, 
Chairman, Watershed Committee, 
Boyd, Minn. 

Dear Mr. O_son: I want to thank you for giving us the opportunity to review 
the work plan for the Ten-Mile Creek watershed project in Lae qui Parle and 
Yellow Medicine Counties. Since you invited comments and suggestions on the 
report, I asked some of the members of my staff to review it. They feel that there 
are a few parts that could probably be somewhat elaborated upon or modified, 
and wish to offer the following suggestions and comments: 

The report is commendable in that it embraces a plan to reduce wildlife losses 
attributable to the proposed drainage plans. However, even with the considera 
tion which the present plan gives to wildlife, it is estimated that there will be 
over a 81 million loss to wildlife habitat, and that the production of migratory) 
waterfowl! will be cut down by approximately 50 percent. If it is feasible, we 
would like to see a plan formulated which would reduce even further the anti 
ipated wildlife losses. We also note that the wildlife losses have not been 
considered in computing the cost-benefit ratio except that the cost of constructio1 
of 640 dugouts and ponds has been considered as part of channel improvement 
work. 

On page 9 under item 2, we suggest that the words “for water and wildlife 
conservation purposes” be added to the statement. We feel that table 4 on 
page 24 should show the acres of wildlife lands now existing in the watershed 

Would it be possible to put a guaranty in the plan to the effect that the wate: 
areas not now scheduled for drainage will be retained in the future? We assume 
that the dugouts and ponds to be constructed will be well distributed and co 
structed from the standpoint of their benefit to migratory waterfowl! 

On page 35, the plans call for a 40-foot shelter belt. Such a shelter belt is too 
narrow to provide winter protection for wildlife. We recommend the plans be 
modified to include a shelter belt a minimum of 150 feet in width; 4 to 6 rows 
of coniferous species, preferably red cedar, white cedar, white spruce, or western 
vellow pine, shouuld be included. Such a shelter belt would serve a dual purpose 
of protecting the ditch from filling by blowing sand and by protecting pheasants 
in the winter 

Iam concerned about the effects of the proposed drainage on floods and on the 
underground water table. It might be well ff the report included statements on 
these very important subjects. 

I express my appreciation to the Ten-Mile Creek watershed project steering 
committee, the Soil Conservation Service, and other interested agencies and indi 
viduals for the fine cooperation given our department on this project. We feel 
that the landowners, throngh their local committees, have attempted to give 
wildlife interests what consideration they could and still arrive at an overall 
plan satisfactory to their basic interests. The plan that has been prepared has 
given consideration to the retention of some of the surface water areas in the 
watershed for wildlife and other conservation purposes. However, from the 
standpoint of the conservation of surface water and the elimination of large 
amounts of wildlife habitat, the plan could be further strengthened if it provided 
for the saving of a much larger proportion of the surface water areas in the 
watershed. 

Our game managers will continue to work in the watershed area to help you 
With wildlife planning and to acquire available wetlands areas under the “Save 
Minnesota’s Wetlands” program. Feel free to call on them at any time 
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I surely want to thank you for having invited members of our department to 
attend the many past meetings of your local watershed-project committees, and 
for having given us the opportunity to review the Ten-Mile Creek watershed work 
plan. 

Very truly yours, 
Grorce A. SELKE, 
Commissioner, Department of Conservation. 


UNITED STATES DEPARTMENT OF THE INTERIOR 
FISH AND WILDLIFE SERVICE 
BUREAU OF SPORT FISHERIES AND WILDLIFE 


MINNEAPOLIS, MINN., January 17, 1958. 
Mr. Hersert A. FLUECK, 
State Conservationist, Soil Conservation Service, 
St. Paul, Minn. 

Dear MR. Frveck: We received a copy of the watershed work plan for the 
Ten Mile Creek watershed in Lac Qui Parle and Yellow Medicine Counties, Minn., 
from Mr. Gerhard O. Olson, chairman of the watershed committee, and Mr. 
Charles D. Flett, attorney for the petitioners. on January 2, 1958. The letter 
of transmittal was dated December 31, 1957. Because of the short time allowed 
for review of the report, we were unable to submit our comments by January 15 
as requested by Mr. Olson. 

Our review of the report has been conducted in light of our service report 
dated August 1956. We are pleased to note that the work plan has given con- 
sideration to fish and wildlife resources, and appears to be a definite attempt 
to develop a plan which would reduce the losses attributable to the original 
proposals. 

On the basis of data contained in the two reports, and assuming certain condi- 
tions, we estimate that present proposals will still result in a minimum of 50 
percent reduction in waterfowl and waterfowl habitat. The assumptions used 
include the following: 

(a) That the 600 type I and ITI wetlands not proposed for drainage will be 
distributed so that ducks will be able to make maximum use of the habitat 

(b) That all of the proposed 640 ponds and/or dugouts will be constructed in 
such a manner as to be most attractive to ducks. 

(c) That the existence of a convenient outlet will not contribute to the subse- 
quent drainage of some or all of the 71 brood areas to be retained. 

(d) That the landowners who have agreed not to drain the type I and IT 
areas will not subsequently drain some or all of the 600 remaining areas of these 
types. 

Of great concern to us is the fact that nowhere in the report is there any 
provision which would guarantee that wetlands areas left in the initial stages 
of construction would not be drained at a later date to make further use of the 
drainage outlets provided as part of the nroject. 

By inspection it appears that the habitat replacement cost would still exceed 
a million dollars under present*pronosals. It is noted that such wildlife losses 
are not considered in the cost-benefit ratio. These are very real losses, an im 
portant consideration when it comes to the expenditure of Federal funds. We 
are sure that you will realize, therefore, that in view of our responsibilities, the 
Bureau of Sport Fisheries and Wildlife cannot endorse the nroject which in its 
present form will have such serious detrimental effects on wildlife and its habitat 

We would like to express our sincere apnreciation to the members of the water- 
shed committee, and to the Soil Conservation Service, for the efforts that have 
heen made to modify the watershed work plan so as to reduce losses resulting to 
wildlife. 

We should like to have the opportunity to review the proposals in more detail, 
to meet with your organization for additional discussions, as you have indicated 
might be desirable, and possibly to prepare a more detailed report on the probable 
effects of such proposals. We hope that this can be arranged, and we thank you 
for this opportunity to submit our comments on the present plan. 

Sincerely yours, 
S. BE. Jorcensen, 
Chief, Division of Technical Services. 
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Mr. Anpersen. Anything else you care to put in, Mr. Williams, 
will appreciate. Thank you, Mr. Chairman and gentlemen, for your 
courtesy. 

Mr. Wuirren. Mr. Horan. 


BUDGET INCREASES FOR SOIL CONSERVATION WORK 


Mr. Horan. I think I am a friend of soil conservation too. I would 
like to call your attention to what has been going on here. Your 
conservation operations are up $20 million since 1950, your watershed 
protection, counting the carryover, is up $20 million since 1954. Your 
flood prevention is up $4 million since 1950, your water conservation 
and utilization projects are double what they were in 1951, and now 
we have $10 million for the Great Plains. 

I think we ought to look at it. The boys have been talking for the 
last 2 days now about another de pression of the thirties. If we have 
another depression, the thirties won’t be in it. 

At that time, we had a backlog of credit in the United States and 
it seems to me we didn’t have quite the political pressures we have 
now. We will have a much different country if we have another de- 
pression of the thirties. 

I am not going to paraphrase a former Secretary of the Treasury, 
George Humphrey, but it will be pretty apt to curl your political hair. 
I don’t know about the rest of it. I think we have got to pay some 
attention to what. is going on and coordinate this thing, in my opinion. 
Counting the carryovers, as I see it, it is about $714,500,000, roughly, 
that this budget carries for SCS, conservation reserve, and ACP. 

The figures I have, round figures, $110 million for SCS. I believe 
the bill is $109,835,000, actual figures, $350 million for conservation 
reserve, and $235 million in the book for ACP. 

Mr. Horan. It is something like 714 million and a half, total, for 
the whole thing. Last year this subcommittee combined all of these 
things and allowed the Secretary leeway in the spending of it. I 
thought it was a good thing to do. I still do. 

Mr. Anpersen. I agree with you. 

Mr. Horan. I think we are probably spending, well, certainly all 
that our economy should be called upon in the name of the cooperators 
and watershed protectionists, but I want to point out to my colleagues 
and to the Soil Conservation Service, who I support, and you know 
it, that we have got to make sure we get value received for every cent 
we are spending, and the total is enormous. The total is far more 
than some of our departments are getting for their total operation. 
I don’t know. You fellows down in the Department can only do 
what Congress allows or directs you to do. 

I am going to insist, Mr. Chairman, that each one of us think this 
thing through, and that when we sit down to mark up and write a 
report, that we pay some attention to what has happened and what 
we are spending here. 

Mr. Wuirren. Mr. Horan, I appreciate the line that you are devel- 
oping, because I think those interested in soil conservation, those in 
Congress, and those in the Department must realize that we have to 
keep some sense of balance, I am for the soil conservation service, 
its work, and its programs. 
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My purpose, frankly, was to develop a comparison between what 
we are doing for well-established progr: ams that have growing needs, 
as compared with other things in the national budget, such as the 
foreign aid and some the acreage and conservation reserves, at far 
greater cost, and with far less benefits than we might get from these 
other programs. 

I was trying to develop the record, with the full awareness that the 
Congress will have to give attention to just how far you can go. 

When we determine how far the Congress feels that you can go 
with a line of activities, then we have the further prob lem of de 
eiding which way you are going and which programs you are going 
to strengthen and continue. 

That is what we are faced with. 

Mr. Prererson. Mr. Chairman and Mr. Horan, with respect to your 
line of reasoning, I certainly agree with you that the Congress has 
been generous in allowing increases for this type of work. ‘There is 
no doubt in my mind that a case can be made with respect to the 
total conservation needs of the country for funds, perhaps several 
times beyond what this budget includes. 

We have made a distribution of funds available to us within this 
budget, as it is now before you. I think that the thing that this com- 
mittee and the Congress is faced with, and certainly we try to recog 
nize it within the limitations we have, is determining what needs to 
be done conservation-wis . how much mone \ the Nation can afford to 
spend for these things et then determine where you can . ‘st spend 
it. I think that is the kind of question that has to be answered. 

Certainly the Congress will exercise the final judgment on that 
question. 

DISASTER LOANS 


Mr. Horan. We had the Farmers’ Home Administration up here 
before us and we had a very able colleague of yours, Ken Scott here, 
but he in his statement announced that the ¢ ‘ommodity Stabilization 
organization was volng to handle disaster loan programs, that is, 
disaster program loans. 

I don’t think that is wise. I think the only one that is qualified to 
handle that kind of loan is Farmers’ Home. Why? Because they 
are out in the field. They know who the people are who are most 
apt to want credit tomorrow. 

Commodity Stabilization Service are not qualified to do that. It 

lot of work for Farmers’ Home but they are there. They know 
where the credit needs are most apt to show up. I couldn’t subscribe 
to turning it over to somebody else. 

It may take weeks for them to get a man out there to make a 
survey and determine what ought to be done. 

[ saw the same thing happen in an emergency Federal program 
we had 2 years ago out in my area. Certainly the fellow that needed 
hay next week, when he got the te the next month had to sell his 
stock or vet rid of them some w ay. He could have been served. That 
is what the Service exists for. 

If we are going to have all these other programs, if we are going 
to spend over $700 million in 1 year, we have got to pay some atten 
tion as to what agency in our Department of Agriculture is most 
qualified, is on the eround now to do that work. 
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In my book it cant be anybody else but the Soil Conservation 
Service. 

I am going to leave it go there. We have got to do something to 
leave it as it is, boys. That is a lot of money. 

Mr. Prererson. I made this observation, I believe, in my general 
statement, Mr. Horan, that I felt that the technical competences of 
our technical conservation agency should be fully utilized in program 
formulation. That doesn’t mean that that agency necessarily by 
itself is to do all the field administration, but I think that the com- 
petency of that agency should be fully utilized in putting together 
conservation programs, whether administered by CSS. AGE. Acs 
or somebody else. 


LAND RESOURCES OF THE UNITED STATES 


Mr. Horan. Mr. Chairman, I want to close here with a reference, if 
I may, to what I think is a rather fine part of Mr. Williams’ report. 
I would like to read it. It isn’t long, so I will read it: 


It is reassuring to be able to report that the United States for the moment is 
also in a favored position in terms of the land resources of the various nations. 
If our 1.904 million acres of land, in the continental United States, we have 407 
million acres of cropland, 700 million acres of nonforested pastures and graz- 
ing land, 606 million acres of forest and woodland, and 189 million acres in des 
erts or devoted to special purposes—towns and cities and other miscellaneous 
nonagricultural uses. 


That sounds like, and is,a truly rich heritage. 


Right now it is producing surpluses for us. 

We have been blessed with a goodly inheritance of fertile lands. We also are 
fortunate that some of our early leaders had the foresight to warn us of the 
dangers of land waste, and to launch movements which have given us by now 
a quarter of a century of advanced experience in the science and practice of 
soil and water conservation. But even in the United States we have not much 
land to spare. 


That fits in with soil conservation. 


The pro rata figure, related to 1950 population, was 3.2 acres of cropland per 
person, 


Of course we all know that is much, much higher than in other parts 
of the world. 


Projecting this to 1975, when we shall likely see a national population of 22S 
million people, the figure will be only 2.1 acres per person, even though we may 
be able to add to our farm plant some 20 million cropland acres by that date 


| personally have other figures that I developed in 1951. We can 
add 42 million acres, by both reclamation and drainage. We have 
new pumps now. We have new facilities. We are reaching higher 
benches than we did. That figure is subject to weighing, of course. 


But by the year 2000, still allowing for another 20-million-acre cropland in- 
crease, your share and mine of the Nation’s cropland can only be a little more 
than 11% acres per person. ‘ 

We will be approaching the conditions in some of the countries where 
famines are Common. 

This is not to suggest that by the year 2000 we shall be going hungry. We 
are making very great strides in the techniques of soil and water management. 
Research workers, soil scientists, soil-conservation technicians, and conservation 
minded farmers and ranchers have proved that the right use and treatment of 
all the right land can induce it to produce much more than we ever 
thought possible. 


before 
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“THE FIFTH PLATE” 


I have here my only remaining copy of an interesting bulletin. I 
have used this a lot. It is the pamphlet called The Fifth Plate, put 
out by the Production and Marketing Administration in December 
1951. 

One of the ee things here is that they project in 1951 the 
population of the United States. They had a figure, I believe, of 
190 million people by 1975. App: arently, you can’t just project what 
the baby crop will be. I think it approaches something like 4 mil- 
lion a year now. Isn’t that correct? 

Mr. Pererson. Between 3 and 4, I believe. 

Mr. Horan. Mr. Chairman, I would like to have this pamphlet 
brought up to date. It is 7 or 8 years old now. 

I would like to read from this page to show you how interesting 
this is. This is out of date. The day is not far off when we won't 
have these surpluses plague us. There are some commodities which 
are right now in undersupply. 

Mr. Wurrren. We have run out of money already. The farmers 
have. 

Mr. Horan. I know. This projects to 1975. In the case of milk, 
we will have to have the 1950 production, and the production of Wis- 
consin, Michigan, and New York. 

In pork, added to the 1950 production we will have to add the pig 
crops of Nebraska and Iowa. Beef and veal we will have to have 
the 1950 cow numbers and, in addition, the present production of 
Minnesota, Texas, and Oklahoma. I though it was a very, very 
good pamphlet. 

Mr. Wuirren. I remember my colleague from Washington mak- 
ing very effective use of that in 2 or 3 presentations of this bill to the 
Congress. I do think it is well worthy of the attention of the de- 
partment. 

I would suggest that it be taken up with Dr. Shaw, who I think 
would have charge of it. We will ask that they report to us as to 
what would be involved to bring it down to date. 

Mr. Horan. I would like to turn this over to Sec retary Peterson, 
if I may. 

Mr. Prererson. We have library copies over there, Mr. Horan. 
Mr. Anversen. Mr. Horan, if you will permit me, I think your idea 
is very fine in relation to this particular pamphlet. I, too, was im- 

pressed with that. I hope, Mr. Peterson, something can be done. 

Mr. Peterson. Do I understand now, Mr. Chairman, that the com- 
mittee wishes us to report to the committee what would be involved 
in bringing this up to date? 

Mr. Wuirren. Yes. Not a formal report. You can advise us. 
We would need to know what time it would take, what is involved, and 
what could be done about it. 

Mr. Anpersen. May I ask one question, Mr. Horan ? 

Mr. Horan. Yes. 

Mr. Anversen. In your presentation you said that certain figures 
would need weighing. You had reference to the 20 million acres of 
new land? 

Mr. Horan. I had reference to the figures I read from this book, 
which indicated that down in Mississippi, Louisiana, some of the other 
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Southern States, there were considerable acres that could be drained. 
I believe the figure was around 20 million. It was considerable, any- 
how. 

Mr. Anpersen. The point I want to bring out, on the other hand, 
however, we have to weigh land that is going out of production due to 
the expansion of our cities and villages, industrial areas, roads and 
highways, et cetera; do we not? 

Mr. Horan. Yes. Of course the intent of what we have before us 
now is to retain those lands. I think we will probably make some 
headway in that direction. 

[ would rather take the outlook of reclaiming, through soil-conser- 
vation practices and the $714 million we are spending this year, to 
bring it back to life. Then I would like to have a better figure on 
the reclamation possibilities from the Bureau of Reclamation. They 
can supply it. 

Mr. Wiiu1ams. Mr. Horan, I believe the 40 million plus acres that 
you referred to is an approximation of the total potential that could 
be economically brought into agricultural use, whereas the 20 million 
acres to which I had reference in my statement had a time date of 
up to the year 2000. 

In other words, we were assuming that perhaps as much as 20 mil- 
lion of the total 40 plus million, if necessary, could come into pro- 
duction. 

I think the figure of 40 plus million acres involving possibilities 
of clearing of good agricultural land, drainage, reclamation, et cetera, 
is an approximate figure that so far as I know is good as anything 
else. 

Mr. Horan. This is not a new subject. It is a matter of bringing 
it up to date. 

Mr. Anpersen. We have been discussing here the total amount of 
money in the budget for everything approximating conservation in any 
way. We have ACP, we have the conservation reserve, and we have 
the soil conservation operations, and amounting as Mr. Horan has said, 
to approximately $740 million. I haven’t checked that figure. We 
must remember this: That the amount put in the budget for this coming 
year for the soil bank, for the conservation reserve section, has a 
distinct and separate purpose from soil conservation operations, and 
conservation in general, because we are temporarily for a few years 
trying to take good average producing lands out of production. At 
the same time we are trying to protect the land which is being taken 
out of production, putting a cover crop over it so that the soil will 
not suffer. I don’t think we can really charge against conservation 
work in this budget the amount as put in the budget for the con- 
servation reserve, Mr. Chairman. I think that is a separate and 
different entity. 

Mr. Wuirren. In connection with this discussion, which has gone 
into many aspects of this overall problem, we haven’t given as much 
attention in my judgment as we intended to the Great Plains conser- 
vation program. 


GREAT PLAINS CONSERVATION PROGRAM 


. would like a statement as to how this program differs from ACP 
and conservation reserve. I would like a comparison of the cost-shar- 
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ing practices for each program. I would like to compare the per- 
centages of participation by the Federal Government for the three 
programs. 

In connection with the Great Plains program, I would like to have 
the number of counties participating, how many employees are in 
volved in this matter, and what part of the $10 million for 1958 
has been obligated. 

(The information requested is as follows :) 

The Great Plains conservation program (Public Law 1021, 84th Cong.), seeks 
to establish a greater stability of agriculture in the Great Plains’ portion of the 
10 Great Plains States through a stepped-up program of soil and water conserva 
tion. It envisions lasting benefits through needed changes in land use, proper 
treatment of such lands, and greater coordination of Department of Agriculture 
conservation effort in this vast area. 

The following material 


be answered in the record 


is furnished in response to specific questions asked to 


1. How does this program differ from ACP and conservation reserve 


(a) The Great Plains conservation program provides for the development of 
a complete, basic cor tion plan for the producer's entire operating unit 


whereas the ACP is offered to farmers as individual practices on an annual basis. 





(6) The Great Plains conservation program is a step-by-step process for mak 
ing uninterrupted, long-term adjustments in land use, cropping practice, and 
treatment of cultivated and rangeland with proper combinations of practices. 

(c) Long-term assurance is provided the individual producer of needed finan 
cial aid through cost-sharing contracts to carry out a complete soil and water 
conservation program for the entire farm or ranch. 

(d) The cost-share assistance under the Great Plains conservation program 
is limited to nonrecurring or permanent types of conservation practices whereas 
ACP uses some of its cost-share funds for recurring annual types of practices 

(e) The Great Plains conservation program seeks to coordinate the contribu 
tions from all programs in plans « 


to the producers 


f operations and thus secure maximum benefits 

(f) The Great Plains conservation program provides for the grazing of lands 
in the changed use at any time consistent with good management 

(g) There are no rental-type payments made under the Great Plains conserva 
tion program 

(h) The conservation reserve program differs from the Great Plains conse) 
vation program in that the former provides annual rental payments to partici 
pants for lands removed from production. Production control is achieved in that 


lands under contract cannot be used for producing crops for market 
?, How do cost-sharing prac tices compare with other programs? 

The Great Plains conservation program practices listed below are especially 
designed for use in proper combinations for planning and carrying out complete 
plans of operations for producers. They are nonrecurring types of practices 
Actually GP-25 is a procedure for including a practice in a county which appears 
on the Great Plains conservation program list but which is not selected by a 
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State. GP-26 is also a procedure for the clearance of a new practice for use in 
a county but which does not appear upon either the national or a State list 

Other types of practices sometimes referred to as temporary or recurring 
annual practices, even though essential to complete plans of operations, are not 
cost-shared in the Great Plains conservation program 

(1) GP-I1 (A-2) Initial establishment of a permanent vegetative cover as a 
part of an improved cropping system or as a needed land-use adjustment.—This 
conservation practice is applicable only to land which should be established 
in permanent vegetative cover for protection against wind or water erosion, and 
to cropland which, as a part of a needed land-use adjustment, is being shifted 
to permanent protective vegetative cover as a part of establishing improved 
cropping system rather than as a part of a regular cropping system. Federal 
cost-sharing may be approved for constructing fences where fences are neces 
sary to protect the seeded area and only for the extent necessary to fence that 
area. Federal cost-sharing for fences shall be limited to permanent fences, 
excluding boundary and road fences. 
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(2) GP-2 (A-6)—Initial establishment of field strip-cropping to protect soil 
from wind or water erosion.—The crop stubble or crop residue must be left 
standing over winter, or a winter cover crop established, or necessary protective 
tillage operations carried out, on acreage devoted to row crops. 

(3) GP-3 (A-5)—Initial establishment of contour strip-cropping to protect 
soil from wind or water erosion.—All cultural operations must be performed as 
nearly as practicable on the contour. The crop stubble or crop residue must 
be left standing over winter, or a winter cover crop established, or necessary 
protective tillage operations carried out, on acreage devoted to row crops. Where 
permanent sod waterways are needed for the disposal of excess water they should 
be planned in combination with this conservation practice. 

(4) GP-4 (h-2)—lInitial establishment of contour farming operations on 
nonterraced land to protect soil from wind or water erosion.—All cultural opera 
tions must be performed as nearly as practicable on the contour. The crop 
stubble or crop residue must be left standing over winter, or a winter cover 
crop established, or necessary protective tillage operations carried out, on acreage 
devoted to row crops. When permanent sod waterways are needed for the dis- 
posal of excess water they should be planned in combination with this conserva- 
tion practice. 

(5) GP-5 (B-2)—Improvement of vegetative cover on rangeland by artificial 
reseeding for soil protection.—The area seeded must not be grazed before the 
stand is established. 

(6) GP-§ (A-8) Initial establishment of a stand of trees or shrubs on farm 
or ranch lands for windbreaks, shelterbelts, erosion control, or other purposes 
to protect farm or ranch land from wind or water erosion—This conservation 
practice will usually involve the use of adapted shrubs and trees in combinations 
that produce agricultural benefits such as protecting soil from wind and water 
erosion, protecting farm buildings and feed lots, stabilizing gullies and other 
critical silt and runoff source areas, building soil or improving wildlife habitat. 
No Federal cost-sharing will be allowed for planting orchard trees, or for 
plantings for ornamental purposes. If shrubs are used, those that benefit 
wildlife should be given preference whenever practicable. Plantings must be 
protected from fire and grazing. Federal cost-sharing for fencing shall be 
limited to permanent fences needed to protect the planted area from grazing, 
excluding boundary and road fences. 

(7) GP-7 (C-1)—lInitial establishment of permanent sod waterways to dis- 
pose of excess water without causing erosion. 

(S) GP-S (C-—4)—Constructing terraces to detain or control the flow of water 
and check soil erosion.—Necessary protective outlets or waterways must be 
provided. Costs of construction may include necessary leveling and filling 
to permit installation of an effective system. 

(9) GP-S (C-35) Constructing diversion terraces, ditches or dikes to inte 
cept runoff and divert excess water to protected outlets.—Necessary protective 
outlets or waterways must be provided. Costs of construction may include 
necessary levelling and filling to permit installation of an effective system. 

(10) GP-10 (B-4)—Furroiing, chiseling, ripping, scarifying, pitting, or 
listing nonerop grazing land to prevent soil loss, retard runoff, and improve 
water penetration.—The operation must be performed as nearly as practicable 
on the contour. 


(11) @CP-11 (C-6) C'onsti ucting erosion control. detention, or sediment 


t ( 


tention dams to prevent or heal dquilying or to retard or reduce runoff of wate 

(12) CP-12 (C-7) Constructing channel lining, chutes, drop spillways, pipe 
drops, drop inlets or similar structures for the protection of outlets and water 
channels that dispose of excess water. 

(13) GP-18 (C-8)—Streambank or shore protection, channel clearance, en- 
largement or realinement, or construction of floodways, levees, or dikes, to pre- 
vent erosion or flood damage to farmland.—This conservation practice shall not 
be approved in cases where there is any likelihood that it will create an erosion or 
flood hazard to other adjacent land or where its primary purpose is to bring new 
land into agricultural production. 

(14) GP-14 (C-—16)—Constructing spreader ditches or dikes to divert and 
spread water to prevent crosion, to permit beneficial use of runoff, or to replenish 
ground water supply. 

(15) GP-I5 (0C-—I2) Ree rganizing irrigation systems to conserve water and 
prevent erosion.—This conservation practice must be carried out in accordance 
with a reorganization plan approved by the responsible technician. No Federal 
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cost sharing will be allowed for cleaning a ditch, or for structures installed for 
crossings, or for other structures primarily for the convenience of the producer 
signatory to the contract, or for portable pipe. No Federal cost sharing will be 
allowed for reorganizing an. irrigation system if the primary purpose of the 
reorganization is to bring additional land under irrigation, or for reorganizing a 
system for land which was not in use during at least 2 of the last 5 years. 

(16) GP-16 (C—13)—Leveling land for more efficient use of irrigation water 
and to prevent erosion.—No Federal cost sharing will be allowed for floating or 
restoration of grade. The leveling operation must be carried out in accordance 
with the plan of operations which shall also provide that temporary cover or a 
crop will be seeded on the land in the same growing season in which the leveling 
was done. The leveling plan shall be based on an adequate soil survey. No 
Federal cost sharing will be allowed for leveling land if the primary purpose of 
the leveling is to bring into agricultural production land which was not devoted 
to the production of cultivated crops or crops normally seeded for hay or pasture 
in the area during at least 2 of the last 5 years. 

(17) GP-17 (C—14)—Constructing, enlarging, deepening, or lining dams, pits, 
or ponds for irrigation water.—The purpose of this conservation practice is to 
conserve agricultural water or to provide water necessary for the conservation of 
soil resources. Federal cost sharing in excess of $2,500 will not be made for 
any structure installed under this conservation practice. No Federal cost sharing 
will be allowed for constructing or lining dams, pits, or ponds, the primary pur- 
pose of which is to bring into agricultural production land which was not devoted 
to the production of cultivated crops or crops normally seeded for hay or pasture 
in the area during at least 2 of the last 5 years. 

(18) GP-18 (C-15)—Lining irrigation ditches to prevent erosion and loss of 
water by seepage—This conservation practice is limited to ditches that are prop- 
erly located and constructed as a part of an existing irrigation system. 

(19) GP-19 (B-5)—Constructing wells for livestock water as a means of pro- 
tecting vegetative cover—The wells must be at locations which will bring about 
the desired protection of vegetative cover through proper distribution of grazing 
or better grassland management. Adequate storage facilities must be provided. 
Pumping equipment must be installed, except for artesian wells. No Federal cost 
sharing will be allowed for wells constructed primarily for the use of head- 
quarters, or for costs other than for constructing or deepening wells and for 
water storage facilities. 

(20) GP-20 (B-6)—Developing springs and seeps for livestock water as a 
means of protecing vegetative cover—The springs or seeps must be at locations 
which will bring about the desired protection of vegetative cover through proper 
distribution of grazing or better grassland management. 

(21) GP-21 (B-7)—Constructing, enlarging, deepening, or scaling dams, 
pits, or ponds as a means of protecting vegetative cover—The dams, pits, or ponds 
must be at locations which will bring about the desired protection of vegetative 
cover through proper distribution of grazing or better grassland management. 

(22) GP-22 (B-8)—IJnstalling pipelines for livestock water as a means of 
protecting vegetative cover—The pipelines must dleiver water to locations which 
will bring about the desired protection of vegetative cover through proper distri- 
bution of grazing or better grassland management. 

(23) GP-28 (B-3)—Controlling competitive shrubs to permit growth of ade 
quate desirable vegetative cover for soil protection on range or pasture land—On 
areas where it is determined that the control of competive shrubs will reduce 
the vegetative cover to such an extent as to induce erosion, the conservation prac- 
tice will not be approved unless followed by seeding or other approved erosion 
control conservation measures. 

(24) GP-24 (B-9)—Constructing permanent fences as a means of protecting 
vegetative cover.—This conservation practice may be approved only where fenc- 
ing will contribute to better distribution of livestock and seasonal use of the 
forage. Fences between pasture and other land will not qualify for Federal cost 
sharing. 

(25) GP-25 (F-1)—Special conservation practices.—Consistent with the prin- 
ciples set forth in this program, the designated SCS technician and the chair 
man of the county ASC committee may recommend to the State conservationist 








1623 


and the chairman of the State ASC committee conservation practices included 
in the Great Plains conservation program practice list for which there is need 
locally on a substantial number of operating units but which are not selected 
for use in the Great Plains State. Such conservation practices, when recom- 
mended by the State conservationist and the chairman of the State ASC com- 
mittee, shall be submitted by the State conservationist to the Administrator, 
SCS, for review and recommendation of both the Administrator, SCS, and the 
Administrator, ACPS, prior to transmittal by the Administrator, ACPS, to the 
Secretary for approval. 

(26) GP-26 (F-2)—Designated county conservation practices.—Consistent 
with the principles set forth in this program, any conservation practice not in- 
cluded in the Great Plains conservation program practice list but which is 
needed to meet particular conservation problems in a designated county shall, 
with the recommendation of the Administrator, SCS, and the Administrator, 
ACPS, be submitted by the Administrator, ACPS, to the Secretary for approval. 
Such approval may be given only only the recommendation of the State con- 
servationist and the chairman of the State ASC committee and the designated 
SCS technician and the chairman of the county ASC committee, and upon their 
finding (a) that the conservation problem exists on a substantial number of 
operating units in the designated county, (b) that the conservation practices 
listed in this program will not provide adequate treatment of the problem, (c) 
that the proposed conservation practice will adequately meet the problem, (d) 
that the proposed conservation practice would not be performed to the extent 
needed without Federal cost sharing, (e) that the proposed conservation prac- 
tice will provide the most enduring solution to the problem practicably attain- 
able under existing circumstances, (f) that the proposed conservation practice 
is one on which the offering of financial assistance is fully justified as being 
appropriate and in the publie interest, and (g) that the proposed conservation 
practice meets the standards and requirements of comparable conservation 
practices in this program. Costs will not be shared under this conservation 
practice for elements of performance for which cost sharing is specifically pre- 
cluded by the wording of a similar conservation practice or elsewhere in this 
program. 





3. Compare percentages of participation by Federal Government for three pro- 
grams 

About 30 percent of the practices cost shared in the Great Plains conservation 
program are at a rate for the Federal Government of 50 percent: about 30 per- 
cent at a rate of 80 percent for the Federal Government; and about 40 percent 
at variable rates between 50 and 80 percent for the Federal Government. 

The practices which are generally cost shared at the higher rate are those 
associated with changing lands from poor to proper use such as seeding grass. 
Those with lower cost-share rates are generally for practices with higher unit 
costs such as terracing land, etc. 

Information from the agricultural conservation program indicates that the 
Great Plains conservation program rates for cost sharing are, as a whole, higher 
than rates for ACP. Average cost data upon which rates are based for both 
programs would require a great deal more refinement before an accurate com- 
parison could be made of the two rates. It should be noted that the chairmen 
of the State and county agricultural stabilization and conservation committees 
participate in the development and approval of the cost-share rates established 
for the Great Plains conservation program. 

Practices which are installed on conservation reserve acreages are cost shared 
at a rate of 80 percent for the Government. 


4. How many counties participating? Where? 


The following list of 243 participating counties shows the distribution by 
States. In addition, an estimated total of 50 counties will be recommended for 
designation on April 1, 1958, as authorized to participate in the program. Each 
new request for county designation is submitted to the Secretary quarterly. 
There remains a total of 129 counties not yet recommended by the States for 
inclusion under the program. 








Adams 
Arapahoe 
Baca 
Bent 
soulder 
Cheyenne 
Crowley 
Douglas 
Elbert 


Cheyenne 
Clark 
Decatur 
Finney 
Ford 
Gove 
Graham 
Grant 
Gray 
Greeley 
Hamilton 


Fallon 
Hill 


Adams 
Arthur 
Banner 
Blaine 
Box Butte 
Boyd 
Brown 
Buffalo 
Chase 
Cherry 
Cheyenne 
Custer 
Dawson 
Deuel 
Dundy 
Franklin 


Chaves 
Colfax 
Curry 
DeBaca 
Eddy 
Guadalupe 


Adams 
Bowman 
Burleigh 
Dunn 
Emmons 
Grant 


‘ 


1624 


COLORADO 


El Paso 
Huerfano 
Jefferson 
Kiowa 

Kit Carson 
Larimer 
Las Animas 
Lincoln 
Logan 


KANSAS 


Haskell 
Hodgeman 
Kearny 
Lane 
Logan 
Meade 
Morton 
Ness 
Norton 
Rawlins 


Scott 


MONTANA 


Judith Basin 


Rosebud 


NEBRASKA 


Frontier 
Furnas 
Garden 
Garfield 
Gosper 
Greeley 
Hall 
Harlan 
Haye s 
Hitchcock 
Holt 
Howard 
Keith 
Keyapaha 
Kimball 


Lincoln 


NEW 
Harding 
Lea 
Lincoln 
Mora 
Ouay 
Roosevelt 
NORTH 


MEXICO 


DAKOTA 


Golden Valley 


Hiettinger 
McHenry 
Mountrail 
Morton 
Sioux 


Morgan 
Otero 
Phillips 
Prowers 
Pueblo 
Sedgwick 
Washington 
Weld 

Yuma 


Seward 
Sheridan 
Sherman 
Stanton 
Stevens 
Thomas 
Trego 
Wallace 
Wichita 


Roosevelt 


Logan 
Loup 
McPherson 
Morrill 
Nuckolls 
Perkins 
Red Willow 
Rock 
Scotts Bluff 
Sherman 
Thomas 
Valley 
Webster 
Wheeler 


San Miguel 
Santa Fe 
Socorro 
‘Torrance 
Union 


Slope 
Stark 
Stutsman 


Williams 
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OKLAHOMA 


Beaver Ellis Roger Mills 
Beckham Greer Texas 
Cimarron Harmon Woods 
Custer Harper Woodward 
Dewey Major 


SOUTH DAKOTA 


Aurora Custer Meade 
Brule Fall River Perkins 
Buffalo Haakon Todd 
Butte Hand Tripp 
Charles Mix Jerauld Walworth 
Corson Jones 
TEXAS 

Andrews Garza Midland 
Armstrong Glasscock Mitchell 
Bailey Gray \loore 
Borden Hale Motley 
Brisco Hall Nolan 
Carson Hansford Ochiltree 
Castro Hardeman Oldh 
Childress Hartley Parmel 
Cochran Haskell Potter 
Coke Hemphill Randall 
Collingsworth Hockley : Roberts 
Cottle Howard tunnels 
Crosby Hutchinson Scurry 
Dallam Jones Sherman 
Dawson Kent Stonewall 
Deaf Smit! King Swishe 
Dickens Knox rayl 
Donley Lamb erry 
Fisher Lipscomb Wheeler 
Floyd Lubbock Willbarge 
Foard Lynn Yoakun 
Gaines Martin 

MONTANA 
Campbell Goshen latte 


Converse Laramie 
How many producers partic ipating? 
There are 1,341 producers in the following stages of participation: 


Have signed contracts 


‘ sin ahaha : 97 
Plans and contracts in process of development 154 
Applications on file 1, O90) 


made available to producers about December 1, 1957. Actual work with pro 
ducers has been underway only about 3 months 


Although the prograim was formally launched on August 21, 1957, it was first 


fy How many employees p 


The regular work unit staffs of the Soil Conservation Service in the Great 
Plains area are assigned to work on this program, some on a part-time basis 
and others on a full-time basis. <A total of 249 average annual positions are 
budgeted for 1958 and 248 average annual positions for 1959 in the Soil Con 
servation Service. 


7. How much of $10 million for 1958 have you obligated? 

As of February 28, 1958, a total of $1,331,000 of Great Plains funds had been 
obligated, of which about SS00,000 was obligated in January and February. The 
first cost-sharing contracts were signed in North Dakota and Texas on December 
19, 1957. Since the middle of January the rate of producer participation in the 


i 
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program has increased to the point where interest is great enough to obligate by 
June 30, 1958, all Great Plains funds available this fiscal year. 

Mr. Wuirren. We all welcome the opportunity to discuss these 
problems with you folks in the Department. We recognize that you 
have your problems and know that you have just as deep an interest 
in soil conservation activities as does this committee. 

We also know that you have your problems of trying to live within 
an overall budget, just as we will be doing our best, from necessity, 
to try to live within budgets. We have much in common. We 
appreciate the courteous way that you always deal with us in this 
committee. 

Mr. Anpersen. Mr. Chairman, may I say that I only wish that 
every agency of government was operated as satisfactorily as this Soil 
Conservation Service. That is my personal opinion. 

Mr. Pererson. We thank both of you for your personal remarks, 
Mr. Chairman and Mr. Andersen. 


Monpbay, Marcu 3, 1958. 
COMMODITY STABILIZATION SERVICE 


WITNESSES 


MARVIN L. McLAIN, ASSISTANT SECRETARY OF AGRICULTURE 

WALTER C. BERGER, ADMINISTRATOR, COMMODITY STABILIZA- 
TION SERVICE 

CLARENCE L. MILLER, ASSOCIATE ADMINISTRATOR, COMMODITY 
STABILIZATION SERVICE 

FRANCIS C. DANIELS, GENERAL SALES MANAGER, COMMODITY 
STABILIZATION SERVICE 

CLARENCE D. PALMBY, DEPUTY ADMINISTRATOR, PRICE SUPPORT 
COMMODITY STABILIZATION SERVICE 

H. LAURENCE MANWARING, DEPUTY ADMINISTRATOR, PRODUC- 
TION ADJUSTMENT, COMMODITY STABILIZATION SERVICE 

F. R. McGREGOR, DEPUTY ADMINISTRATOR, OPERATIONS, COM- 
MODITY STABILIZATION SERVICE 

R. P. BEACH, ASSISTANT DEPUTY ADMINISTRATOR, OPERATIONS, 
COMMODITY STABILIZATION SERVICE 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 


Mr. Wuirren. Gentlemen, the committee will come to order. 

We are glad to have with us today Mr. McLain, Assistant Secretary 
of Agriculture, together with his associates from the Commodity 
Stabilization Service. 


SUMMARY OF APPROPRIATIONS 
Before proceeding further, we would like to have included in the 


record at this point page 187 of the justifications. 
(Material referred to is as follows:) 








ComMMoDITY STABILIZATION SERVICE 


Summary of appropriations, 1958 and estimates, 1959! 


Item A ppropri- Budget esti- | Increase (+) 

ated, 1958 mates, 1959 |ordecrease(—) 

Acreage allotments and marketing quotas___. $40, 715, 000 $39, 715, 000 —$1, 000, 000 
Sugar Act program 67, 662, 500 76, 000, 000 +-8, 337, 500 
Total direct annual appropriations or estimates_ 2 108, 377, 500 115, 715, 000 +7, 337, 500 





1 Excludes administrative expense authorization for Commodity Credit Corporation. 

2 In addition, in 1958 an appropriation of $824,414,129 was made to repay the Commodity Credit Corpora- 
tion for costs incurred in fiseal year 1956 for certain special commodity disposal programs, including the 
International Wheat Agreement, emergency famine relief to friendly peoples, and sales of surplus agricul- 
tural commodities for foreign currencies. It is anticipated that a supplemental appropriation of $1,725,549,- 
473 will be provided in 1958 to repay the Corporation for costs incurred in fiseal year 1957 for special commod- 
ity disposal programs including: International Wheat Agreement; emergency famine relief to friendly 
peoples; sales of surplus agricultural commodities for foreign currencies; grain for migratory waterfowl; and 
transfer of bartered materials to supplemental stockpile. 


STATEMENT OF ASSISTANT SECRETARY Marvin L. McLain 


Mr. Wuirren. We will be glad to have your general statement 
Mr. McLain. 

Mr. McLain. Thank you. 

Congressman Whitten and members of the committee, I have a 
very brief statement here. 

Mr. Berger also has a short statement, I believe. Then we will be 
happy to answer any questions the committee may have. We have 
the budget brains with us here to help us out. So I hope we can 
answer any questions you may have. 

Mr. Chairman and members of the committee, the Commodity 
Stabilization Service is one of the agencies of the Department report- 
ing to the Assistant Secretary for Agricultural Stabilization. This 
Service is primarily concerned with the CCC programs and programs 
relating to production adjustment, including acreage allotments and 
marketing quotas, the Sugar Act and soil bank. 

Before Mr. Berger and his associates present the details of the budget 
for the Commodity Stabilization Service | would like to make an en- 
couraging observation. 


DOWNWARD TREND IN VOLUME OF CCC HOLDINGS 


The programs for which this Service is responsible are paying off in 
an ever-increasing measure. For the 14th consecutive month the 
investment of CCC in price support has been less than the same month 
in the previous year. It has averaged $1 billion less than a year before 
for the past 6 or 7 months; and it is now $1 billion, $700 million less 
than it was 2 years ago. This downward trend in theholdings of 
CCC reflects a tremendous effort put forth to arrest the flow of 
commodities into Government ownership and at the same time reduce 
Government holdings through every disposal means possible. 
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During the past 2 years dispositions have averaged $1,100 million 
more than acquisitions. In the 3-year period preceding, the acquisi- 
tions averaged $1,200 million more than we were able to dispose of. 
Stating it another way, it means that for the past 2 vears, for every 
dollar of commodities entering Government storage we were able to 
take $1.41 worth of commodities out of Government storage. 

In the previous 3 years, for every dollar of commodities entering 
Government storage only 56 cents worth were taken out. 

This stepped-up disposition results from several approaches: 
Expanded sales activities including competitive bid sales, the impact 
of exports for foreign currencies under Public Law 480, and barter 
transactions, as well as donations. 

Although much attention has been focused on sales for foreign 
currency under Public Law 480, it should be pointed out that most of 
our commodities have been moved by sales for dollars. Since July me 
1953, 60 percent of our disposals have been for dollars. 12 percent hx 
donations, 12 percent by barter, 11 percent by ‘sales for foreign 
currencies, and 5 percent by other transfers. 

From a budgetary standpoint, however, we are still faced with 
large-scale problems. Current holdings in inventory and loan stocks 
are valued in excess of $7 billion. It will require a concerted drive to 
see that these surpluses are reduced still further. 

The appropriation items which this committee is about to consider 
are aimed at this objective. They involve no new policy considera- 
tions and no increases in the level of Federal employment. In fact, 
for two of the items, acreage allotments and marketing quotas, and 
the CCC administrative expense limitation, decreases in operating 
expenses are contemplated. The third item, for the Sugar Act 
program, provides for operating expenses at the same level as at 
present. 

Now, with your permission, Mr. Chairman, I think Mr. Berger 
might proceed with his statement and then we will be ready for 
questions, or, however you want to handle it. 


DISPOSITION OF COMMODITIES BY TYPE OF DISPOSITION 


Mr. Wurrren. Mr. Secretary, as you know, I never like to use the 
words “dispositions”’ and “acquisitions.” | often think of a tobacco 
crower who came in and told me about how much he had lost and how 
much he had given away and all those things. 

[ think it would be well for the record to show a breakdown as to 
what part of this was sold for dollars. Mvy reason for wanting that 
is that for many years | think the majority of the members of this 
| 


subcommittee have felt that a reduction in price is one of the createst 


incentives to increases in production which I beheve is proven by 
records of the Department. 

It is nothing new to say that I have differed with Secretary Benson 
and the Department of Agriculture in that view. 


[ think the record clearly supports the view that as vou have re- 
duced prices you have increased production It is clearly shown that, 
as the farmer tried to make up in units what he was losing in price, 
the costs to the Government and to the farmer have been increased, 


fe . 
reneraily speaking 
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[ am sure that some of the subcommittee members agree with me 
when I say that I have never felt that getting rid of these commodities 
as such was any cure for anything though it might give temporary 
relief, 

For many years I have pointed out that we had authority to sell 
competitively in the world market all the time, which was a way to 
regain those markets and to prevent the movement of production over- 
seas. But I never have seen that it cures anything to get rid of the 
commodities just in order to get rid of them. 

I am still of that opinion. So I would like to have in the record at 
this point a table showing what you mean by “dispositions,” in which 
you give the percentages. 

I would just like to have that because I do not like the word ‘‘dis- 
positions,” although I agree that you have free access to such words 
2s you may wish to use. 

Mr. McLain. We are not wedded to any particular word, Congress- 
man Whitten. 

Mr. Wurrren. Of course, you may use the word if you want to. 
Mr. McLain. We just describe what goes on in our operations. 
Do you want a breakdown by years of the different items? Is that 

what you had in mind? 

Mr. Wuirren. Yes, for the period which vour statement attempts 
to cover. 

I think we would like to have the formation showing sales for 
dollars, exports for foreign currencies under Publie Law 480, dona- 
tions, barter, and all the rest. 

Mr. McLarty. Allright. We have a table that we can insert on the 
program. 

Mr. Wuirren. And include any figures you may have on deteriora- 
tion. 

Mr. McLarn. Yes. 


(Table referred to follows:) 
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Mr. Wuirren. I might remark here that one way of disposition, of 
course, is to let the commodities rot. 

Mr. McLain. That is one thing we do not like to see happen, 

Mra Wuirten. We do not, either. 

I might also say that I just cannot believe that some of these other 
things contribute much to help the program. 

But that is a matter of policy, congressional action, and things of 
that sort. 


We might now have your general statement, Mr. Berger. 
GENERAL STATEMENT OF THE ADMINISTRATOR 


Mr. Bercer. Gentlemen of the committee, | appreciate this oppor- 
tunity to discuss the budget for the ( ‘ommodity Stabilization Service. 

The Commodity Stabilization Service is concerned primarily with 
price-support and production-adjustment programs. ‘These include 
the acreage allotment and marketing quota programs, the Sugar Act, 
the National Wool Act and various Commodity Credit C orporation 
programs. In addition to price support, the CCC programs include 
activities relating to storage facilities, commodity exports, the Inter- 
national Wheat Agreement, sales for foreign currencies and donations 
for emergency famine relief for friendly peoples under Public Law 480. 

The Commodity Stabilization Service also administers the major 
parts of the soil bank programs and has the responsibility for supervi- 
sion and direction of the ASC State and county offices including the 
programs administered by them. 


CCC HOLDINGS 


In connection with these price-support and related programs there 
is significant progress to report. When we were before you last year 
we stated that there were indications that we might be passing the 
peak of our CCC holdings of price-support inventories and loans. 
We pointed out that holdings were running below those of the previous 
year and that as of February 28, 1957, they were down $589 million 
or 6% percent from the previous year. This favorable trend has con- 
tinued throughout the past year and as earlier reported our holdings 
are now less than the peak holdings of February 1956 by $1,730 million, 
a decrease of nearly 20 percent. 

The attached chart, No. 1, shows the CCC holdings, by months, 
since their peak of February 1956 to December 31, 1957, compared 
with holdings a year earlier. 

(The chart referred to is as follows:) 
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CCC investment in price support by months, February 1956-June 1957 (compared 
with a year previous) 


(Millions 

Month 1955 amount | 1956 amount | 1957 amount 
January $8, 891 $8, Sil 
February $7, 440 8, 930 8, 341 
March 7, 279 8, 732 &, 201 
A pril 7, 261 8, 633 7, Slé 
May 7 198 8. 501 7. 64 
Tune 7, 069 8, 257 $38 
July 7,011 8, 13 7, 277 
August 7, 117 7, 830 6, 740 
Septem ber 7, 337 7, 808 6, 854 
October 7, 746 8, 101 7, 039 
Novembe1 8, 207 8, 170 7, 188 
December 8, HOF 8, 211 7, 200 


Mr. Bercer. This trend results from large-scale disposal opera- 
tions, on the one hand, and programs to reduce the flow of commodities 
into price support inventories on the other. Co nparison of the ac- 
quisitions and dispositions of commodities by the CCC over the past 
5 years shows the effect of these operations 


ACQUISITIONS AND DISPOSITIONS 


Mr. Wuirren. You need not read that tabulation. But I would 
like to have it inserted into the record at this point. It is so easy for 
the reader to get the wrong idea. It shows, by year, the commodities 
going into the Commodity Credit Corporation. 

(Tabulation referred to is as follows:) 


Cal f Value of Value of 

Cquisition dispositions 

i l Billion dolla 
1953 2. 1 0.7 | $1.4 billion more acquired than disposed of 
1954 2.9 1.7 | $1.2 billion mo juired than disposed 
1955 f 2.4) $1 2 Dae yn more juired than disposed 
1956 3.0 3.9 $0.9 bill j ) 1 of tl j j 
1957 2.4 3.7 | $1.3 billion more d 0 f 


Mr. Wurrren. Then I would like you to show what the holdings 
of the Commodity Credit Corporation would have been if we had not 
been giving away all these commodities through Public Law 480 or 
through these other means. The foregoing table is completely mis- 
leading. In other words, I cannot see that there is anything to brag 
about by saving that we have less on hand because we gave so muc h 
of it away. I realize that it is under the law. But I just cannot see 
much to be aod of in a thing of that an insofar as solving the farm 
problem is concerned. |] would like to have that, in order to keep 
our record complete. 

Mr. Beacu. Yes, su 


(Information referred to is as follows:) 











1634 
ComMopitTy STABILIZATION SERVICE—COMMODITY CREDIT CORPORATION 


Estimated investment in price-support commodities at Dec. 31, 1957, assuming that 
dispositions had been limited to dollar sales and barter transactions 


[Stated in thousands of dollars] 


Total investment in CCC commodities as of Dec. 31, 1957: 


Inventory ; ; ae nai teaiie ic eee es eee 
Loans outst: nding 3 pe ee Doss saw ee 876 
Total investment a ae eta as 200, : 
Dispositions, July 1, 1952, through Dee. 31, 1957: 
Public Law 480, title I } . $1, 212, 407 
Public Law 480, title II 2 2 272, 728 
Sales to other Government agencies ; : 584, 900 
Donations s oe atten te EO BOS 
Total dispositions , , me _ 3, 540, 528 
Total accumulation, Dec. 31, 1957 : 10, 740, 890 
Approximate storage cost applic able to dispositions : ; 491, 469 
Estimated investment at Dee. 31, 1957 oe : .. EL. 2324. ove 


Mr. Brercer. The stepped-up dispositions reflect the emphasis 
placed upon expanded sales activities, including competitive-bid sales, 
the impact of exports for foreign currencies under Public Law 480, 
barter transactions, and other methods of disposition. The produc- 
tion adjustment features of the acreage-allotment and marketing- 
quota programs and the soil-bank programs have assisted in the 
decrease in acquisitions. Also, sales for foreign currencies under 
Public Law 480 have been instrumental in causing certain com- 
modities to be exported rather than flowing into CCC inventories. 

Chart 2, attached, shows the 5-year record of acquisitions and dis- 
positions, and emphasizes the change in the situation accomplished 
by increasing dispositions and holding down acquisitions. 

(Chart referred to is as follows:) 
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CCC acquisitions and dispositions, Jan. 1, 1958—Dec. 31, 195? 


[In mil'ions] 


Calendar year Acquisitions | Dispositions Excess of Exce ) 
acquisitions | dispositions 
1953 $2, 063. 6 $703. 8 $1, 359. 8 
1954 2, 910. 4 1, 746.8 1, 163.6 
1955 3, 550. 4 2, 359. 1 1,191.3 
1956 2, 980. 9 3, 926.0 $045. 1 
1957 2, 442.8 3, 708. 2 1, 265. 4 


DECREASE IN CCC HOLDINGS 


Mr. Bercer. There is encouraging evidence at this time indicat- 
ing a continuance of the downward trend in CCC holdings. Loans 
outstanding as of December 31, a total $1,753 million. This is 
$566 million less than December 31 a vear ago. 

Mr. Wuirren. Might |! interrupt are for a question? Such table 
again is misleading. How much did you get rid of, or give away, 
other than sales, during that period? I am referring now to the 
period about which you speak, of the loans, as of December 31, 1957, 
totaling $1,753 million. 

Mr. Beacu. That is the actual outstanding loans as of that date. 

Mr. Wuirren. Yes. The statement says: 


This is $566 million less than December 31 a year ago 


I would like to see how much was given away through these vari- 
ous programs in the meantime. 

Mr. Beacu. Sir, that is the loan. None of that would have been 
given away, because we have not yet acquired those commodities. 
These are the commodities still under loan. 

Mr. Wairren. Would that be a factor in the condition of the soil 
bank? 

Mr. Beacu. Yes, and general economic conditions, weather, and 
all other factors that would have an effect on the prices. 

Mr. Wuirren. Thank you. You may proceed, Mr. Berger. 

Mr. Bercer. Some of this decrease may be due to the slow harvest 
last year, but a substantial part of this reduction will be reflected in a 
reduced takeover of commodities into CCC inventories. It is esti- 
mated therefore, that CCC holdings will drop another $400 million 
by June 30, 1958, and still another $400 million by June 30, 1959. 

Mr. ANpEeRSEN. Mr. Chairman, may I ask a question at that point? 

WHITTEN. Yes. 

Mr. ANDERSEN. Speaking of this proposed reduction coming up, 
Mr. Berger, of course there is enteri ig into that picture the hundreds 
of millions of bushels of soft corn that cannot be possibly considered 
for sealing. Is that not correct? 

Mr. Beraer. That is correct. 

That corn is perhaps corn that will not become eligible for a loan, 
because of its condition, of course. It has to be in that category to 
have that effect. 

Mr. ANDERSEN. That is correct. 

Just take my congressional district alone, where in 1956 we sealed 
or produced over 56 million bushels in 19 a I doubt whether 
you will seal 1 million bushels this year, beca the fact that the 
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corn is just not of the quality that the Government has the right to 
seal. 

I am just pointing that out to show that you are able to show this 
reduction because of the fact that a big area of the Midwest had very 
bad weather conditions and very bad markets this last fall. 

Mr. Wuirren. In that connection, I am sure you will agree, too, 
Mr. Berger, that the disastrous weather condition in cotton areas in 
the Southern States will have an impact there also. 

Mr. Bercer. That is correct. 

Mr. Wairtren. And I think you will agree that, if the production 
of corn in one instance and the production of cotton in the other in- 
stance had been normal, the South would have shown an improvement 
in this figure. 

Mr. ANpERsEN. I only want to point that out, Mr. Chairman— 
relative to my area— to show that, while these figures really are encour- 
aging in showing a lesser amount of stocks in hand and commitments 
by the Commodity Credit Corporation, nevertheless, the story in 
back of it is not too pleasant for the producer who is not able to pro- 
duce corn to qualify. 

As you know also, Mr. Berger, we have a very poor flax and small- 
grain crop through that area this year, too. 

Mr. Bercer. That is true. 

The job ahead is still one of staggering proportions. As of Decem- 
ber 31, 1957, CCC inventories were valued at $5.4 billion and CCC 
loans outstanding amounted to $1.8 billion, making total holdings 
aggregate $7.2 billion. 

Mr. Wurrren. I would like to ask you, Mr. Berger, to estimate 
what the holdings would have been if we had had a normal cotton ¢ rop, 
a normal corn crop, and a normal flax crop. I would like to have that 
included in the record at this point. 

Mr. Berger. Would you like to have me include it in the record? 

Mr. Wuirren. Yes. 

(The material referred to is as follows: 

Under normal crop conditions it is estimated that CCC holdings as of Decemie 
31, 1957, would have been increased by $312 million. This e 
computed as follows: 

The indicated 1957 crop production of cotton and corn is approximately normal 
in total. However, the harvest has been delayed so that the loans made through 
December 31, 1957, are far below the rate of activity experienced in the preceding 
years. Assuming total loans on these commodities as estimated in the budget, 
made at the rate per month indicated by previous experience, the loans outstanding 
would be increased by $243 million for cotton and $47 million for corn. It is 
probable that a portion of the 1957 crops of cotton and corn which would normally 
go under price support loans will not qualify for such loans because of the poor qual- 
ity of the crops. The extent to which this is true is not known. Flaxseed loans 


under normal crop conditions would have been $22 million more than have been 
made through December 31, 1957, due to the small 1957 crop. 


stimate has bee 


EFFECT OF ACREAGE RESERVE PROGRAM ON CC( HOLDINGS 


Mr. McLarn. I think that, in order to get the whole picture, with 
that we ought to give an estimate of the effect of the acreage reserve 
program. You see, there were some 20 million acres with a fence 
around them that were not used, since they were in the acreage 
reserve program; we had made some pretty accurate estimates of 
what would have been raised on those acres. I think that would have 
some bearing on it. 


21494—_58— pt. 3-29 
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Mr. Wuirren. I certainly do not mean to foreclose you from 
presenting any other facts that you wish to present. Feel free to add 
anything ‘that you like. 

Mr. McLar. In this connection, I think you should realize what 
was the intake of wheat that we had. The harvest, which was in 
pretty good shape, is down substantially. And, of course, that was 
because there was quite a lot of wheat land taken out of production in 
a good many areas. 

Mr. Wuirren. I do want to make the point here, and I hope you 
will forgive me for these interruptions. But I do want to say there is 
a great ‘difference in view point on certain policies between the Depart- 
ment of Agriculture and most members of Congress from agricultural 
areas. 

I do not think I am giving away any secrets when I say that. 

In that connection, it is my opinion that it has become pertinent 
what part of this changed picture might be caused by reason of policies 
and what part of it might be caused by reason of the weather, disaster, 
and various other things. 

| think in that connection you would be entitled to show what has 
come out by reason of the acreage reserve program. You might also 
show the amount of money we have spent in connection with the acre- 
age reserve. 

I say that because I believe that a proper price-support program 
would cost you much, much less than has the acreage reserve program, 
and it would bring prow a great deal more benefit to business, to 
agriculture, and the Nation. 

But we might just as well have the record complete and then we 
can take our respective sides of the argument. 

(The information referred to is as follows:) 


1957 acreage reserve program—Acreage under agreements, estimated production of 
such acreage, and maximum compensation 


Acreage Maximum 
under agree- Estimated production of |compensation 

ments such acreage under agree 

ments 

Wheat 12, 783, 192 | 175,000,000 bushels $230, 851, 526 
Corn 5, 233, 478 | 225,000,000 bushels 196, 417, 873 
Cotton - ‘ 3, 015, 630 | 2,000,000 bales 153, 206, 122 
Rice 242,017 | 6,000,000 hundredweight 15, 466, 625 
Tobacco 79, 701 | 98,000,000 pounds 17, 806, 424 
Total 21, 354, 018 613, 838, 570 


Mr. Wuirren. You may continue with the statement now, sir. 

Mr. Bercer. In estimating that these holdings will be reduced to 
$6.8 billion by June 30, 1958, we expect that new price-support loans 
before that will total $1.1 billion; re payments $500 million; and com- 
modities valued at $1.1 billion will be taken into inventory. 

Mr. Wuirren. Does that anticipate that the Secretary may change 
the price support to 60 percent? Or is that based on existing law? 

Mr. Beacn. Existing law. 


VOLUME OF ACTIVITY, 1959 


Mr. Bercer. Then, to effect the reduction in holdings we must 
dispose of commodities value at $1.9 billion between now and June 30. 
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For the fiscal year 1959 it is estimated that there will not be much 
letup in the volume of activity as indicated by the following: 


Billions 
Loans made $2. ; 


: 5 ; eee as a 
Loans repaid___.- Sot : 7 
Loans outs standing June 30, 1959__- 4 
Acquisitions Kis haces alate 
Dispositions ; oe 
Year-end inve ntory 


~- ON 


I 
} 
, 


‘ 
SUMMARY OF ESTIMATES 


The CSS budget presented for 1959 contains an item to restore the 
capital impairment of CCC as of June 30, 1957—$1,760 million—and 
3 items which relate to operations to be conducted during the fiscal 
year 1959. The 1959 budget estimates for these latter three items 
compared with amounts currently available are as follows: 

(Material referred to is as follows:) 


Available, Budget esti- Change 
1958 mate, 1959 

Acreage-allotment and marketing-quota programs..._._- | $40, 715, 000 $39, 715,000 | —$1, 000, 000 
Sugar Act 67, 662, 500 | 76, 000, 000 +-8, 337, 500 
CCC administrative expenses ‘ 35, 398, 000 36, 100, 000 | +-702, 000 
| = 

Total a 151, 815, 000 +8, 039, 500 

' 


' ‘ 


The total increase of $8 million may be briefly summarized-as follows: 


Conditional payments to sugar producers___- +S. 337. 500 
Contingency reserve for CCC administrative expenses to be us sed 
only upon approval of the Budget Bureau - _- + 1, 813, 000 


Operating expenses: 
Acreage allotment and marketing quotas_ _ _- ok 1, 000, 000 
CCC administrative expenses___.....--- a ak 1, 111, 000 


Total decrease in operating expenses - - -- ; 2, 111, 000 


Net increase __- 


othe aloha + 8, 039, 500 

Mr. Bercer. The $8 million increase for payments to sugar pro- 
ducers is for payments which are mandatory by law; the $1.8 million 
increase for the CCC expense contingency reserve may not be used 
unless CCC program volume increases beyond current estimates ; and 
the anticipated $2.1 million decrease in operating expenses is largely 
due to increased efficiency. If legislation is enacted which would 
make acreage allotments ineffective on corn beginning with the 1959 


crop, as is proposed, a further reduction of $2.: 3 million would be made 
in these estimates. 


ORGANIZATIONAL AND ADMINISTRATIVE CHANGES 


One significant change in organizational pattern can be indicated 
aes oe me = cy : : 
at this time. The last of the CCC wool inventory has been soid, and 
the Boston commodity office is in the process of liquidation. Tle 1959 
budget estimates include no funds for this office. 
Last vear we reported to this committee that a considerable amount 
of feasibility research had been performed and that plans and proced- 
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ures were being prepared to utilize high-speed electronic data-process- 
ing equipment. We indicated that we were proceeding cautiously 
and deliberately and that delivery of the equipment was still months 
away. Our plans called for using this type of equipment on a test 
basis to process the 1957 grain price-support loans in the five-State 
area serviced by the Kansas City commodity office. Our plans also 
called for using similar equipment to process cotton loan and inventory 
operations on a nationwide basis at New Orleans. 

The computer delivered to Kansas City in September has been 
operated successfully in processing about 250,000 grain-loan transac- 
tions. The success of this initial operation has led to a decision to 
broaden the service of the Kansas City unit to include the processing 
of 1958 grain loan and purchase agreements for the Southeastern 
States and all of the States west of the Mississippi except Iowa. 

A comparable service will be initiated at Chicago enlarging existing 
equipment to handle grain price-support records from all of the re- 
maining States. After nearly 2 years of advance planning, a computer 
was delivered in New Orleans in December. Although this computer 
has not been in use as long as the one in Kansas City, results to date 
are also successful. 

We look for these computers to result in more efficient service for 
producers, warehouses, transportation services, and banks because of 
increased accuracy and greater speed. We also expect to achieve 
overall economies. 

Mr. McGregor will be glad to furnish further detail on this matter 
when you reac h it in your discussion. 


ACREAGE ALLOTMENTS AND MARKETING QUOTAS 


The estimate of $39,715,000 for acreage allotments and marketing 
quotas, which is $1 million less than the amount available for the 
current fiscal year, assumes the continuation of acreage allotments 
and marketing quotas on tobacco, peanuts, wheat, cotton, and rice, 
and acreage allotments on corn. There is, however, "proposed for later 
transmission, a decrease of $2.3 million in the appropriation in the 
event legislation is enacted which would make acreage allotments in- 
effective on corn beginning with the 1959 crop. 

Work involved in carrying out acreage-allotment and/or marketing- 
quota programs includes gathering and compiling basic farm data 
which are used in determining individual farm allotments, establishing 
allotments, and notifying producers thereof, determining farm meas- 
urements and computing acreages, and in administering the marketing- 
quota phase of the program on all commodities, exce .pt corn. Work 
also includes continuing activities of the Department assigne 1d to CSS 
in the area of preparedness measures relating to food and the domestic 
distribution of farm equipment and supplies. 

It is anticipated that as increasing acreages of cropland and more 
whole farms enter the conservation reserve program, work such as 
performance checking to be done at the county level, should decrease 
under the acreage allotment and marketing quota programs. In ad- 
dition, it is also contemplated that beginning with the 1959 crop only 
about 42 percent of the corn-allotment farms will be actually measured. 
Along with the $1 million decrease in funds 2 areas of activity with 
increasing workload are being absorbed. 
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The cost of work necessary to carry out the feed-wheat program 
authorized by Public Law 85-203 will be absorbed within available 
funds. This law permits farmers whose wheat acreage is less than 30 
acres to grow up to 30 acres of wheat for use exc lusive ly on the farm 
where produc ed for seed, human food or livestock or poultry feed. 
Also being absorbed is the additional workload incident to 38 addi- 
tional counties and 2 new States included in the commercial-corn- 
producing area for the 1958 crop. 

When marketing quotas are in effect, compliance with acreage allot- 
ments is mandatory. Farmers cannot receive a marketing card until 
their performance has been checked. They cannot sell their crop- 
without penalty—until they receive a marketing card. This work 
must be done as quickly as possible when seasonal development of the 
crop and weather conditions permit, before the marketing years for the 
various commodities begin—July 1 for flue-cured tobacco and wheat, 
August 1 for peanuts, cotton, and rice and October 1 for the other 
kinds of quota tobacco. 

During the 1957 fiscal year, performance checking was completed 
on approximately 49 percent of the 1957-crop tobacco allotment farms, 
47 percent of peanut farms, 97 percent of wheat farms, 58 percent of 
cotton farms, 38 percent of corn farms—only about 65 percent of corn 
farms are usually measured—and 24 percent of rice farms. It is con- 
templated that compliance checking of the 1958 and 1959 crop farms 
of these commodities in the fiscal year 1958 and 1959 will follow the 
same pattern as in 1957, except that in the case of corn, actual measure- 
ment will be reduced from 65 to 42 percent, since on the basis of past 
history, this represents the maximum percent of allotment farms 
which might apply for price support. 


SUGAR ACT 


The estimate submitted for the fiscal year 1959 for administering 
the Sugar Act is $76 million, $8,337,500 more than the appropriation 
for the fiscal year 1958. 

Estimated sugar production for the 1958 crop (fiscal year 1959) is 
5,160,000 tons involving payments to producers of $71,475,620. The 
1958 appropriation was insufficient to cover $2,119,198 of the 1957- 
crop payments in the sugar beet area and $16,600,284 of the 1957-crop 
payments in Puerto Rico, making it necessary to request funds to 
cover these items in the 1959 appropriation. 

In addition, $2,124,500 will be required for operating expenses in the 
fiscal year 1959, making total requirements amount to $92,319,602. 
The estimate submitted totals $76 million, or $16,319,602 less than the 
currently estimated requirements. Thus it is proposed to defer 
$16,319,602 of the 1958-59 Puerto Rico crop payments until the 
fiscal year 1960. ‘This reduction is possible because the payments on 
the 1958-59 crop of Puerto Rican sugar will not be made until after 
July 1, 1959. 

No increase in operating expenses is requested over the amount 
appropriated for the fiscal year 1958. 

Of the total amount requested in the fiscal year 1959, over 97 percent 
will be used for making mandatory payments to sugar producers. 
All expenses in carrying out the Sugar Act are offset by tax collec- 
tions levied on sugar imported or manufactured in this country. 
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From the inception of the sugar program in 1938 through 1957, tax 
collections have exceeded total expenses under the program by 
$365,287 631. 


COMMODITY CREDIT CORPORATION 


In estimating the volume of CCC operations during the fiscal year 
1959 we have continued to follow the practice adopted last year of 
assuming generally that yields for the 1958 crops will equal the high 
vields of the most recent years. We also assume that the percentage 
of the production of the 1958 crop placed under support will equal 
the average percentage of the 1954 through 1956 crops actually placed 
under support. On this basis, the overall workload of the CCC 
estimated to be slightly lower than for the current fiscal year. 

Loans estimated to be made during 1959 are $2.3 billion compared 
with $2.2 billion estimated for 1958. Loans repaid are estimated at 
about the same—$700 million in both years. Purchases are estimated 
to decrease from $600 million in 1958 to $400 million in 1959 and 
acquisition of loan collateral is expected to decrease from $2.0 billion 
in 1959 to $1.7 billion in 1959. Cost value of sales are estimated to 
decrease by $300 million—$3.2 billion in 1958 to $2.9 billion in 1959 
reducing inventories from $5.3 billion to $4.9 billion during the year. 

The administrative expense limitation requested for 1959 is 
$36,100,000—an increase of $702,000 over currently available funds. 
This does not mean, however, that more funds are expected to be 
used in 1959. In fact, the contrary is true. In line with a slightly 
reduced volume of price support operations estimated for next year, it 
is estimated that administrative expenses will be about $1.1 million 
less than for the current year. This estimated decrease in fund 
requirements is offset to effect an increase of $1.8 million in the 
7 percent contingency reserve as provided by our current appropriation 
language. This increase in the contingency reserve will bring the 
total contingency reserve to $2,527,000, none of which can be used 
unleas released by the Budget Bureau to meet unpredictable fluctua- 
tions in program ‘volume. Continuance of this 7 percent contingency 
reserve is a precautionary measure which recognizes the impossibility 
of forecasting administrative needs which are directly related to a 


< 


program volume based upon crops the bulk of which have not yet 
been planted. 

In estimating $1.1 million less in administrative needs next year, 
two elements of the decrease should be called to the attention of 
the committee. 

As you know, the major portion of the CCC administrative expense 
limitation is used by the 8 CSS commodity offices. These offices have 
been operating for some years now under a work status reporting 
procedure in which their efficiency can be measured and used in 
preparing budget estimates. 

We take pride in announcing to you again this year that during 
the fiscal year 1957, these offices bettered by 8 percent the productivity 
attained in the previous year. This was reflected in a savings of 319 
man-years of employment and $1,300,000 in salaries during 1957. 

In the 1959 fund requirements in the estimates before you we have 
not only taken this increased efficiency into account, but we have also 
anticipated a still further increase in efficiency, whic +h will amount to a 
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savings of $363,000. We have no way of knowing, of course, that our 
peak of efficiency has been reached. If this anticipated increased 
efficiency does not materialize in 1959 it would be necessary to utilize 
the contingency reserve to this extent. 

Also ine Jude din the $1.1 million decrease is a reduction of $433,000 
due to the expiration of legislation authorizing the special milk pro- 
gram. The estimates now include $200,000 to liquidate this program. 
If this program is extended, as recommended by the President, a re- 
quest would be made to the Budget Bureau to release $433,000 from 
the contingency reserve to continue to finance it at its current level. 
This type of uncertain demand on the Corporation is one for which 
it is intended the contingene Vv reserve would be used. 


RESTORATION OF CAPITAL IMPAIRMENT 


Total realized losses in the fiscal year 1957 amounted to $1,760,399,886. 
Under the provisions of the act of March 8, 1938, as amended by the 
act of March 12, 1954, which changed the annual appraisal of the 
assets of the CCC to a cost basis, a restoration of capital impairment 
in this amount will be necessary. 

Of the total realized loss, $787 million represented the net loss on 
sales, $437 million the cost of commodities donated, and $73 million 
the cost to increase the consumption of fluid milk in schools and the 
armed services. Losses in connection with the wheat and cotton 
products export programs were $147 million, net interest expenses 
amounted to $275 million, and all other net costs, including adminis- 
trative expenses, were $41 million. 


CCC INVESTMENT IN PRICE SUPPORT 


Mr. Wutrren. In connection with your table of CCC investment 
in price support, which is attached to your statement, I think that 
table ought to be enlarged to show the same figures for the period 
1953 through 1957, both inclusive. That would be a 5-year period. 

I would like you also to show, during that time, how much money 
was paid directly out of the Treasury in milk support, Public Law 480, 
and the other things which took cash out of the Treasury. 

(The material requested is as follows:) 





CCC investment in price support, by months July 1952-—December 195? 
{In millions of dollars] 
Month 1952 1953 } 1954 1955 1956 19 
January. ......- ‘ ‘ ‘ ; ; $2, 905 $6, 082 $7, 392 $8, 891 | $8, 361 
February 2, 992 6, 252 7, 440 8, 930 | 8, 341 
March 3, 066 6, 229 7,279 8, 732 8, 201 
A pril 3, 136 6, 189 7, 261 8, 633 7, 816 
May 3, 248 6, 109 7, 198 8. 501 | 7 645 
June 0 a ; 3, 476 6, 005 7, 069 | 8, 257 7, 338 
July ‘ 2 $1, 517 3, 549 5, 980 7,011 8, 130 7,277 
August ‘ ‘ i 1,714 | 3, 742 | 6, 153 7, 7, 830 6, 740 
September. 4 Sad eS sot Eun 1, 898 | 4,053 | 6, 367 z,¢ 7, 898 6, 854 
October... | 20371 4545| 6684 7745! 8101 7.039 
November_. L 2, 190 5, 249 6, 890 8, 207 8,170 | 7, 188 
December... ... ain 2, 452 5, 6665 7,171 8, 666 8, 211 7, 200 
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Mr. Wuarrren. As I have said earlier, it is my judgment that the 
present Secretary of Agriculture has never understood the farm pro- 
gram as a working proposition. The farm program, as I understood 
it, and as it was accepted in the Congress, by and large, was to the 
effect that the loan and purchase program was to insure a fair price 
to the farmer at the market place. 

I have pointed out for many years that the reason we had all these 
supplies was because the authority under the Commodity Credit 
Corporation to sell competitively in world trade simply was not utilized. 
Only after this committee’s insistence for several years did this coun- 
try sell competitively as do all other countries. 

Our offerings were not competitive. 


EFFECT OF PRICE SUPPORTS ON PRODUCTION 


I think the record shows that, as you have reduced price supports, 
production has increased rather than decreased. I know that is true. 
[t was true from the showing of the Department before this committee 
last year. 

Under price supports, whether they be 60, or whether the figure be 
105, the Government is going to end up with only the surplus to the 
domestic-needs part of production, whichever level it is. So that 
reducing price supports, as such, does not increase the volume that 
the Government would take over. It would have some effect on the 
price at which you took it over. With 90 percent, the farmer has 
assurance of 90 percent at the market place; with 60 percent, he has 
assurance of only 60 percent at the market place. 

Now, commodities being surplus due to domestic needs does not 
mean that you cannot sell them in world trade. Under the program 
set up by this committee, the Department in 1954 began to use the 
right in the competitive world market to sell commodities. That first 
year we offered and sold about half a billion dollars’ worth for dollars. 
In 1956, you, for the first time, really began to use that authority, and 
the sales for dollars have surprised everyone except the members 
of this Committee. 

That is a fine record, and I am glad to be able to claim some credit 
for you. The showing to date has been, very good. 

The chief benefit of that, as against this giveaway type of program, 
is that under competitive sales, if you were to tell the world that you 
intend to keep it up, foreign users of our agricultural commodities 
would look to us as a firm source of supply, despite the great expan- 
sion of production in foreign countries that took place during the time 
that ‘you were holding our supplies surplus to domestic needs off 
world markets. 

Now, again, may I repeat that, under the Commodity Credit 
Corporation charter, once you take over title they can keep as much as 
needed for domestic use only by paying you the support price, plus 
reasonable carrying charges. 

Mr. McLain. Yes. 

Mr. Wuirten. So, if you had kept 90 percent on the basic com- 
modities, the producer would have gotten that price, at least, in the 
domestic market. You would have ended up with a surplus, but no 
more than under 60 percent and, I believe, less. 
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If you reduced it to 60 percent at these places where you have re- 
duced it below the 90 percent, you would end up with just as much 
surplus. In fact, in my judgment, it would be more, because you 
would increase production as the farmer tried to increase his produc- 
tion of units to offset his loss in price. 

I heard the Secretary of Agriculture last night on the radio. He 
used language which, to my knowledge, I first used before this com- 
mittee in pointing out to him that farm income is price times volume, 
less cost. And if costs are going to continue to be about the same or 
to increase, as they have increased generally throughout your tenure 
of service, and if he reduces prices, the only thing the farmer can hope 
to do is to increase his volume to offset that. 

And I will say, Mr. Berger, that the only reason this table shows as 
well as it does is that you have grouped the amount of commodities 
that you have given away, one way or the other, with your sales. 

Now, unfortunate ly—and I say this for the record—the Department 
of Agriculture in the last 5 years has seemed willing to spend any 
amount of money out of the Treasury, through a milk program, 
through Public Law 480, or any other means, as long as you can reduce 
price supports and keep from reflecting to the farmer a fair commodity 
price at the market place. 

Mr. McLarn. Of course, Congressman Whitten, you completely 
miss one very important point, and I am sure that a very able cotton 
representative cannot help but realize it. 


COTTON PRODUCTION 


One of the big reasons why the national acreage for cotton has come 
down from around 40 million to less than 14 million harvested acres 
this year is the domestic situation. 

Are you saying that even prices at 105 percent parity have nothing 
to do with domestic consumption of a commodity like cotton, or a 
commodity like butter? 

Mr. Wurrren. I am going to surprise you a little, I am going to 
tell you that in my judgment from years on this committee it has a 
lot less effect th: an you and a lot of other folks seem to think. 

I think that the middlemen had undue influence throughout your 
5 years in this Department. I think I can prove that and your 
reductions in price has added to the take of the middleman with no 
benefit to the consumer. 

I personally think that, where cotton is concerned, the trouble came 
in the original Commodity Credit Corporation Act. Cotton and 
synthetics were declared to be alike. That law was declared to be 
unconstitutional on the ground that vou could not levy the tax on a 
particular group for the benefit of a special group. When that law 
was rewritten, no effort was made to keep the competitive situation 
between synthetics and cotton. 

And I differ with many cotton people from cotton sections. It is 
a personal belief and perhaps [I am right, or perhaps I am wrong. 
My judgment is based on testimony I hon heard before this committee 
for many years. 

The cotton trade lost the tire-cord market, according to the testi- 
mony of all the witnesses we have had before us, because we never 
could stop the cotton from generating heat. The cotton trade, in 
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my judgment, has lost a large share of the use for rougher types of 
cottons because the price support on poor quality cotton was too close 
to the support level for good quality cotton. . 

It is my opinion, based on my 12 years of listening to witnesses 
from the cotton trade and others, and from the experts in the Depart- 
ment, that, by and large, this situation will eventually be resolved 
on a use basis, though of course price does have some effect. I simply 
believe the farmer would be out of business long before his prices got 
low enough to effect Du Pont very much. 

Another reason why cotton has had such trouble is that, with all 
the money we have poured into research by your research departments, 
we have never been able to come up with something to keep cotton 
from wrinkling and other major problems which cotton has. 

On the other hand cotton has wonderful qualities which have never 
been duplicated. 

I realize that cotton is to a degree affected by synthetics. But 
whatever price you might have, whatever price support on cotton. 
[ do not see any reason to believe that Du Pont and those other 
producers of synthetics would not maintain the price just under the 
price supports of cotton, either way you take it. Bsed on the history, 
whatever your price supports have been on cotton fiber, the synthetics 
prices have remained about the same distance under cotton, by and 
large. 

Now, you can reduce price to the farmer to the point that you put 
him completely out of business. But, as you do that based on what 
| have seen and heard here, synthetics will still be just about that 
much lower than cotton. 

Now | would like to point out something to you, according to 
vour own records. You reduced the price support of cotton 12 percent. 
Then domestic consumption decreased, and the consumer did not 
get a dime of benefit. But the fellow between the cotton farmer and 
the consumder gets 12 percent additionally. 

Mr. McLain, every time you have reduced price supports, produc- 
tion has remained constant or has increased. Every time you have 
reduced price supports to the farmer, the ( ‘ommodity Credit Corpora- 
tion holdings have ine re ased, in the absence of this giveaway. Every 
time you have reduced price supports, prices rece ‘ived by farmers went 
down that much. And every time you decreased the price to the 
farmer, farm income went down about the same percentage. 

Then each time you did it, the take of the middleman between the 
farmer and the consumer increased in equal amount, and prices to 
consumers did not decline. 

Anybody that reads that record can clearly see that vou have been 
taking it out of the farmer’s hand and giving it to the middleman, 
with no benefit -to the consumer. 

And I am quoting your records, Mr. McLain. 

Mr. McLain. If I may just say this, I am sure the cotton industry 
is a sick industry today, Congressman Whitten. 

I am glad to see that we have some people in the cotton industry 
that are recognizing that one of the problems that makes it sick is, of 
course, the problem of what has been in effect an umbrella mechanism 
for cotton for many years, affecting its pricing for many, many years. 
That, of course, is a guaranty that the synthetic industry would do 
what it has done. 
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Now, when you have men of the caliber of some of these that have 
testified before the Senate Agriculture Committee and the House 
Agriculture Committee, when you have them lay this thing out in the 
way they do about what the future of the people might be that are 
using cotton, about what is going to happen if something is not done 
to correct this situation, I think it is high time that committees like 
yours have a look at it. 

Mr. Warrren. I think it is high time too. 

But when these folks testified before the other committees, they 
testified for the Department that you reduced price supports 12 percent 
on cotton and that the middleman got the 12 percent, because it 
did not go to the consumer or the farmer. 

Do you know where the 12 percent went? 

Mr. McLarty. Of course, I am not here to defend what labor gets 
out of this. Certainly, the minimum wage has had a terrific effect on 
the textile industry, certainly in the Southern States. I do not think 
we ought to get into a discussion of that. But I am as sure as I sit 
here that, if the correct action for cotton is not taken, you can soon 
rest assured that the cotton industry in this country is going to go 
down the drain. 

Mr. Wuirrten. As you know, I have advocated for years the repeal 
of the efforts to control production by acreage. I think it is increasing 
the cash cost to the farmer. I think, if you got rid of acreage ¢ ontrols 
and the farmer could produce so many bales for supports, he could use 
his land and his labor, reduce his cash outlay, and make a lot more 
money. As you know, under the bill I introduced, syntheties could 
not take advantage of essential price supports on cotton. 

I realize, of course, that I am not in agreement with lots of folks 
from cotton areas who are more optimistic about this. You say it 
is a sick industry. I agree with you. And I think your policies have 
contributed to it, frankly. 

Now, what is the cure that you would suggest? Would the cure be 
to reduce price support? 

Mr. McLarty. Reduce price supports some and extend the acreage 
a whole lot. 

Mr. Wuirren. I think the acreage must be expanded to retain 
these foreign markets. 

Mr. McLarn. I am sure it must. Otherwise, you are just going 
to have it completely 

Mr. Wuirten. If you reduce price supports some, what effect do 
you think it is going to have on synthetics? 

Mr. McLain. It would have a tendency to stop the terrific expan- 
sion that you have had. The fact is that we are 5, 10 years late on 
itnow. You need not take it from me. You can take it from anybody 
that is using cotton. They will tell you this. Mr. Cannon, who is the 
head of one of the largest users of cotton in this country, testified 
before both Agricultural Committees of this Congress. 

Mr. Wurrren. For the record, what do you say Mr. Cannon did? 

Mr. McLai. He testified about the domestic policy. 

Mr. Wutrren. But what is his business? 

Mr. McLain. He isa user. I am sure you know who Mr. Cannon 
is. 

Mr. Wuirtrten. I do know. But, for the record, will you tell 
what is his business? 
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Mr. McLain. Of course; he is the head of one of the largest textile 
firms. 

Mr. Wurrren. A great user of cotton? 

Mr. McLain. That is right. 

Mr. Wuirren. And, as such, he buys raw materials and manu- 
factures cotton and sells it as a finished product in the retail trade, 
does he not? 

Mr. McLain. He lives in North Carolina and is very much inter- 
ested in the cotton industry. 

Mr. Wurrren. I grant you that. But, for the record, you will 
agree that he is one of the biggest users of cotton. He buys raw 
cotton, does he not? 


Mr. McLain. Oh, ves. 

Mr. Wuirten. And he spins it and sells it in. the retail market, 
does he not? 

Mr. McLarty. The finished product. 

Mr. Warrren. [ can understand that a fellow would want to get 
it as cheaply as he could. You would agree with that, would you not? 

Mr. McLarn. I agree that there is something to that, Congressman. 

Mr. Wuirren. Did you not always understand that the fellow in 
Iowa who wanted to buy your corn would buy it as cheaply as you 
would sell it? Then, in turn, he would sell it for as much as he could 
get for it. Is not that our system? 

Mr. McLain. Well, this is natural. Yes. 

Mr. Wuirren. You were not surprised, were you, that Mr. Cannon 
would want to — cotton cheaply? 

Mr. McLarn. Again, this is not only Mr. Cannon; I do not believe 
you could find anybody i in the industry who would agree. 

Mr. Wuirren. You say in the industry. We are talking about the 
farmer now. That is the trouble. You folks have been following the 
industry advice. 

Mr. McLain. No. The farm organizations in the South are pretty 
well convinced that this must be done. 

Mr. Wuirtren. Because you have made acreage increases contingent 
upon agreement to those prices. Your Department has, hasn’t it? 
The only time you would ever talk about increasing acreage was in 
consideration of their taking that agreement? 

Mr. McLarty. You won’t solve the problem if you don’t. 

Mr. Wuirten. But that is my question. That is the only way you 
have been willing to talk to them as a Department. You demand that 
they respect vour theories on prices before you say 

Mr. McLarn. No; we went along with the minimum acreage estab- 
lished on cotton without any concession to price, years ago. 

Mr. Wuirren. Did you recommend it? 

Mr. McLain. We didn’t oppose it. 

Mr. Wuirren. But you didn’t recommend it. 

Mr. McLary. I would have to look at the record to know if we 
didn’t recommend it. But we didn’t oppose it. We haven't for aay 
commodity. This issomething, Mr. Whitten, that, if intelligent people 
in this Congress don’t face up to, is going to be tragic. 

Mr: Wurrren. I think they are going to have to face up to it, and 
the reason they are going to have to face up to it is because of the 
policies this administration has followed. You have ruined the Amer- 
ican farmers, in my judgment. You have cut their income. You 
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have increased unemployment. If we don’t face up to doing somic- 
thing about your administration, I think the country is sunk. 

If we don’t do something to stop it, this unemployment that we 
have got is going to get greater. You can’t have a big segment of our 
population se lling below cost, going broke and going out of business, 
and going into town for jobs when there are no jobs i in town. You 
can’t long do it. Every depression we have had has led off by a drop 
in farm income. Yet you folks don’t realize it. 

Mr. McLain. Let’s have a look at the minimum wage. I think 
both parties supported the minimum wage; and, of course, that has 
had a lot to do, in the textile industry, with what we are talking about. 

Mr. Wuirren. I have a high regard for Mr. Cannon. I have met 
with him. I respect him as a man. I respect his opinions. But I 
grew up on a cotton farm selling cotton and I understood then and I 
understand now that the fellow buying cotton wants to buy it as 
cheap as he can because there is a ceiling on what he can get for 
finished goods, which is buyer resistance. 

I am not surprised that the buyer of cotton wants to buy it cheap. 
I am disappointed at the Department letting that kind of fellow, fine 
as he is in his field, run a farm program. 

Mr. McLain. Not run a farm program. 

Mr. Wuirren. You haven’t quoted a farmer yet. You have 
quoted the industry. 

Mr. McLain. I can quote you the president of every State Farm 
Bureau with the exception of one in the South that will state that this 
thing hes to be chenged or we are in serious trouble. 

Mr. Wuirren. Well, with all due deference to the American Farm 
Bureau, I think your following their policies is another reason why 
you are in this situation. 

Mr. McLarn. I can also state to you, Congressman Whitten, that 
the National Cotton Producers Association is convinced that a 
change has to be made on this problem. They have talked to me 
about it. They have talked to the members of the Agriculture 
Committee. 

Mr. Wuirten. I told you, to start with, that I have different views 
from a lot of the men in the cotton trade. Time will tell who is right 
about it. 

Mr. McLarx. You would be very helpful to correct the situation. 
That is why I hoped a friendly discussion would help do it because 
you are in position to help correct it. 

Mr. Wuirren. Well, with all modesty, I have worked a little bit 
at various times trying to make a mild improvement in the situation, 
some several thousand hours a year, I guess. I may say I initiated the 
competition sales program. At first you folks did not know you 
had such authority and after that was admitted offered every excuse 
not to use such authority, until literally forced to. 

Mr. AnpuRsEN. I want to say this, just for the record, Mr. Chair- 
man, as to what our chairman has done in the past. Had it not been 
for our chairman, Mr. Whitten, we would never have convinced the 
Department of Agriculture that they should ship abroad and put on the 
world market, |] don’ t know how many million bales of cotton. 

Mr. Wuirren. Something over 7 million bales. 

Mr. ANDERSEN. Seven million bales of cotton. 

Mr. Wuirten. In the first full year, as I recall it. 
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Mr. ANDERSEN. I want to give Mr. Whitten, at this time, full 
credit for persuading the Department of Agriculture and the Congress 
that that is good business. 

Mr. McLain. We appreciate that. I am sure in your fairness 
that you recognize that with wheat we have been competitive in 
world prices and most everything else, except cotton, and, of course, 
you knew there were some real restrictions by another Department in 
this Government that we struggled with. It is part of the inter- 
national problem that we have to face. 

Mr. Wuitten. I thank my colleague. But, Mr. McLain, prior to 
your coming to Washington, when the Department of Agriculture 
was-laying it on another Department, we had the other Departme nt 
come up here and testify that they had never opposed competitive 
sales. However, under Public Law 480, where they had a responsi- 
bility, they had their oar in it. 

Mr. McLain. That they had never opposed—— 

Mr. Wuirren. They had never opposed competitive sales for any- 
thing except as I recall, butter where we had never had an export 
market. It is a matter of record. 

Now, after that period, when the administration, for some reason, 
still didn’t want to have competitive sales, the State Department did 
come around and make some further statements. But the State 
Department testified before this committee that they had never 
opposed competitive sales, I believe with one exception, and that was 
with dairy products in areas where we had never had an export market. 

Mr. McLain. Well, I don’t propose to get into 

Mr. WuirreNn. This is a matter of record. 

Mr. McLain. It is also a matter of record, of course, what happened 
prior to the time we had the statute put on the books. 


COMMODITIES OFFERED FOR EXPORT SALES 


Mr. Wuirren. The statute required you to acce pt a certain price. 
You have always had authority to sell compe titively. You finally 
were persuaded to use it. Then you slowed down and the act was 
passed. 

I wish a full table on such sales. There is a great difference between 
what you folks for many years called competitive sales and competi- 
tive-bid sales. The difference is that, if you offered it at the world 
price, you called it compe _ Yet our competitor could reduce it, 
as we remember, for wheat, 1 cent a bushel and get the market. | 
would like the record to ele what you have sold competitively. Of 
course, | want the record to show that that is under authorization 
that had always existed but had not been used. 
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QUESTION OF SUBSTITUTING EXPORT SUBSIDY FOR COMPETITIVE BID 
SALES 


Mr. Wuirren. Now, I have been disturbed lately to hear that the 
Commodity Credit Corporation and the Department were about to 
stop competitive bid sales and were going to an export subsidy and 
were going to announce your subsidy and present plans once a year. 

I want to point out to you right here what is wrong with that as [ 
see it. 

In the first place, other countries sell competitively what they have 
and don’t need. If we do it competitively they are in less position 
to complain. If, on the other hand, we have one price and pay our 
folks an export subsidy, foreign countries can make a much greater 
complaint. They will point out these subsidies and call it dumping 
to a far greater extent than if you do what they do and sell competi- 
tively. ‘Such is the record of the past. 

Secondly, any type of export subsidy that I can coneeive would.be 
once again getting back on a fixed price offer which means the other 
fellow has just got to get under you a little bit and he gets the market 
and you end up with the commodity. 

Now, I would like to have you testify as to what the situation is 
within the Department. And I would like to know if there is any 
way to prevent a return to such shortsighted policy, and to keep 
vou on a basis of offering our commodities, surplus for domestic needs, 
across the counter on a competitive-bid basis so as to retain the world 
market for United States commodities so as to give assurance to 
foreign users that we are a constant source of supply. 

Mr. McLarty. We are happy to discuss it, Congressman Whitten. 
Of course, we have been bombarded by the 

Mr. Wurrren. Trade? 

Mr. McLarn. No, sir; not the trade. Senator Ellender is by no 
means in the trade, and I use his name because he would be very 
happy to discuss it with you. He was very disappointed a year ago 
that we didn’t move in this direction because we had done it on wheat 
and I think Mr. Horan here would tell you that with wheat, our 
export program of using a subsidy in kind has been very successful. 
Wheatgrowers have been very happy about it. Everybody else has. 
We have had very little criticism. 

Senator Ellender and some others on the Senate side have urged 
us to move this way. 

A year ago we did not do it because the program that we were 
running had been working very satisfactorily, and I personally hated 
to see us change it because if we changed it, then we would be to 
blame—the Department would be to blame. We get the blame for 
most things anyway. 

Now, I point out to you—let me say first of all that no final decision 
has been made in this matter by the ‘Commodity Corporation Board. 
Everybody in the industry that we have met with, which includes the 
people that handle cotton as well as the producer groups that we have 
met with, including the American Farm Bureau Federation, have 
gone on record urging us to move this way because they feel, first of 


all, it will free up cotton and permit the producer to get a higher price 
for his cotton. 
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Secondly, I think we have to recognize that with the stocks of cotton 
we will have on hand in the CCC inventory at the end of the current 
marketing year, it is entirely possible that that is all the cotton we 
could export without a subsidy of some kind. In other words, if we 
sell it on a competitive basis, we might slide away back in holding 
our normal share of the world market. 

Mr. Wurirten. Now why would you slide way back? 

Mr. McLarty. Well, our guess is that our takeover plus what we 
have on hand probably will be somewhere in the neighborhood of be- 
tween 3 and 4 million bales. This is all we have had anything to do 
with for over a full year. 

A year ago, we moved over 7 million bales. This year, we will move 
between 5 and 5%. If we only had between 3 and 4 in our inventory, 
that is obviously all we could move. 

Mr. Wuitren. How can you move more cotton than you have, 
whether it is by an export subsidy or—— 

Mr. McLain. We don’t have all the cotton—— 

Mr. Wuirren. I say, how can you move all the cotton that you 
haven’t got, whether you do it either-——— 

Mr. McLain. In the sales that we have been making since we 
issued our catalog on the 1956 crop, we have made our first sale in 
each instance on an unrestricted basis, which meant domestic mills 
and people who wanted to buy for domestic use could buy. They 
have bought substantially the cotton they are going to use domestic- 
ally. Their inventory, in my judgment, will be up much more than 
it has been. ‘Total supplies of cotton that we are going to have, in our 
best estimate, will be 8% million bales. 

Mr. Wuirren. Would you give us a breakdown as to what the type 
and quality of that cotton is? Can you supply that? 

Mr. McLain. We can’t give you a breakdown on what we are 
going to have in our inventory because we just don’t have any record 
of it. We can give you a breakdown of our inventory. 

Mr. Wuirren. All right. Show what you have in your inventory 
and an estimate as to the kind of cotton that it will be, staple length, 
and so forth. 

Mr. McLain. We will give you the best information we have, but 
the point is we might only have about half the cotton we would like 
to export in our inventory. If we continue selling the way we are, 
we will just be out of business. I think that is so. 

(The information referred to is as follows:) 

There were 1,784,000 bales of cotton in CCC inventory as of February 28, 1958. 

Attached is a list showing the number of bales by grade and staple. 

In addition to the 1,596,531 bales included on this list, there are 187,469 bales 
in process of reconcentration and for other purposes not shown on these lists. 
There is no reason, however, to think this cotton would not average in quality about 
the same as that shown on the list 
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Unirep Strares DEePARTMENT OF AGRICULTURE—COMMODITY STABILIZATION 
SeERvVicEs, NEw ORLEANS, La. 


Cotton in CCC inventory, by grade and staple as of Feb. 28, 1958 


“Oy, 


Grade Staple | Number |} Grade | Staple | Number 


of bales || | | of bales 











Good Middling-.....-- E 1 100 Middling Tinged Gray % 2, 524 
EDS iad BAP ERG 1 PERS: 1442 240 Do... : | 2949) 812 
Do wie oblate Ws | 227 Do.. 1544! 526 
Do ae . 2 1542 | 170 Middling Yellow Stained 1346] 808 
Strict Middling =a ait 2942 1,320 || Strict Low Middling 1346 1, 856 
Bas asian ; * aie 15{6 5, 204 Do % 6, 538 
Do a a Dee 1 | 7, 345 Do 2949 12, 176 
Do ; é c sedi 142 | 14, 810 Do_.. 154 ¢ 21, 848 
= ae ‘ais ‘ lie | 2, 827 Do-_- | 3442) 14, 619 
BOS cheetah . : 1342 | 674 Do_- 1 18, 429 
Pi ht a ee ; Le 1, 275 Do... | 13442} 14, 681 
Do ‘ ‘ ae 1542 590 Do lie | 1, 569 
Osos 1742 22 Do 1342 | 400 
Strict Middling Light Spotted 1346 1, 104 Do-_. 1% | 531 
Do ~ i 872 Do ; iM | 80 
i on btine 4 nies ae 342 2, 212 oe 1%2 4 
Do sa ; 1 2, 559 Do... : 134 | 2 
Do - ; 142 796 || Strict Low Middling Bright 1346] 958 
ee ele Sie lie 534 || Do_. 2942 2, 774 
Do 12 152 || Do.. 146 3, 721 
Strict Middling Spotted_.......} 1346 1,74 Do-.- 3}42 3, 118 
es. ae 7% 3, 715 Do... l } 2. 040 
Do i: ‘ aide 2942 3, 292 Do... Me | 2, 410 
Do ‘ ‘even Senne 16 3, 377 Do_. as lhis 1, 358 
Ec cmante ; ae 3149 622 Do.. 1342 | 263 
Ri scab pa iadindas i« J 429 Do... 1% | 354 
Do-. aa senedae 1}42 263 Strict Low Middling Light- | 
Do Toe 1K6 118 Spotted _.-- % | 95,608 
Strict Middling Gray lis 199 Do-. i 2949 69, 101 
Strict Middling Tinged Gray--. 13 ¢ 654 Do.. 1§ 39, 813 
Do % 703 Do 3 9, 138 
Middling 1346 2, 773 Do 1 4,198 
Do ‘ 7% 8, O82 Do-. 142 | 3, 384 
Do : ; ’ 2949 7, 364 Do.. lie 710 
cuba 1546 27, 922 Do_. 1342 154 
Do alae : 3149 30, 455 Do. | is | 101 
Do ee ee ae ae 1 34, 854 Strict Low Middling Spotted 134) 80, 424 
1 SRS ese : eee 1M | 7 Ph sae J 74 101, 881 
es io eee idiedd lie | 22, 692 ie 2%! 36, 120 
Do . i 1342 2, 299 RNS oc Shei 16) 13, 922 
Do lla coinclaiiets ate Ms | 736 i Sees 3149 3, 019 
Do ; 14 53 Do-. ; 1 2, 700 
Do : : 1%6 5 Do. te 1}42 1, 780 
Middling Bright ati 1} ¢ 1, 502 ee to eed lis 419 
Do ; es 1 2, 036 es.ubs 1342 | 87 
DG ascites ioe 142 5, 767 | Do-_. 1% | 28 
Do . nobel 1Me 2,229 || Strict Low Middling Light 
Do-_. 1342 272 || Gray- 1! 6, 039 
Do ; 1% 293 || Strict Low Middling Gray Lie | 323 
Do 1742 17 || Strict Low Middling Tinged 
Middling Light Spotted 1346 3, 527 | Gray * 1K%6 14, 152 
Do. 74 26, 819 Do.. z 7% 4, 360 
Do 2940 36, 907 | Do 2949) 1, 042 
Do 154 4 | Low Middling 1344 1, 113 
Do 342 ‘ Do 7& 2, 213 
Do ] 3, 166 | Do 2949 1, 324 
Do LYhe 1, 877 Do 15 5, 608 
Do lis 470 Do | 3L4o 7, 828 
Do 1342 274 Do 1 58, 156 
Do_._. : . 144 126 Do_. ; | 142 95, 712 
Middling Spotted _. | 1d46 4, 862 Do... lhis 14, 427 
Do. ‘ 7% 30, 172 | Do 1342 | 1, 446 
Do 2940 : Do.. 144 481 
Do 1546 Low Middling Bright-- 154 ¢ 1, 879 
Do : 314 | Do... 3140 1, 840 
Do 1 BOO a caeeies 1 4,191 
Do ah je 1 ce | 1a 4, 283 
Do “] Me as Wc | 1Me 1, 411 
Do 3 |} 1342 42 || Do-. | 1%: 546 
Middling Light Gray | 1K%ie 72 || Low Middling Light Spotted___| 1346 18, 515 
Se idea ineaita : | % | 281 || RS hic iee : | % 17, 812 
i: RES i : ie 1M4e 6, 182 | eet chegeekiieecdl } 2949 5, 863 
MR ie arene aonie 1M%e | 1, 130 | Bc chintatiye enictsicdiliahasth i 16 4, 72: 
Middling Gray..............- ‘ 1546) 448 | TO ed | 3149 1, 677 
Ds ci pchdacenhetabiratsints + 142 5, 849 || Dek cadelicalinhehchocanhioeacd a | 4, 350 
Bi aiaicqnidicendyinibimacsieleiul 1s 754 1 a erie eee ad | M2! 2, 611 








Cotton in CCC inventory, by grade and staple as of Feb. 28, 
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Number 
of bales 
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Mr. Wuirren. Well, now, is your purpose to switch to an export 
subsidy so as not to sell what you have got? 

You say the problem is going to be that we just won’t have the 
cotton to sell. 

Mr. McLarn. I say that is one of the possibilities. 

Mr. Wuirren. All right. If we just don’t have the cotton to sell, 
how can you sell it if you haven’t got it? 

Mr. McLarn. Well again if you go back to the statute, it says 
that we ought to hold our share of the world market, this is part of 
the Soil Bank Act. I don’t know how you hold your share of the 
world market if you don’t try to get it. 

Mr. Wurrren. | don’t either. 

All right. Let’s go back to this thing. You are going to have a 
shortage of supply? 

Mr. McLain. Not total supply, ro. 

Mr. Wuirren. I mean to maintain your share of the market? 

Mr. McLain. I wouldn’t say that necessarily. If the weather is 
so that the acreage 

Mr. Wuitren. You mean the supply is not going to be a problem 
then? 

Mr. McLarn. Total supply, I don’t think will be. Supply in our 
mventory will be. 

Mr. Wuirten. Explain this tome. How are you going to increase 
your sales in world trade on an export subsidy as against competitive 
sales? 

Mr. McLain. Well, of course, here is the way it works with wheat 
and it would work the same way with cotton. 

We have not set the subsidy and of course no determination has 
been made. It could be uniform throughout the year. Many people 
would like to have it that way. We don’t do it that way with wheat. 
We change it from day to day with wheat, but the cotton imdustry 
would not like to see that happen. They feel it would be very un- 
fortunate. 

The way it would operate would be just like it does with wheat. 
We would set the subsidy and the fellow would go ahead and export 
some cotton, so many bales of cotton. 

Mr. Bercer. In the free market. 

Mr. McLarn. In the free market. He would buy them right from 
the farmer or whoever he could. 

The subsidy then that he would be paid would not be paid in cash 
but would be paid out of our cotton. He would have to take our 
cotton to get his payment in subsidy and that could be moved. You 
see. That is the way we do it with wheat. No cash is paid. 

Mr. Warrren. What would be the result of that? 

Mr. McLatn. The result would be that probably the market price 
would stay above the loan rate. The cotton would not come into 
our hands. We get rid of all the monkey business that we are now 
going through. The futures market would operate the way they 
ought to be operating. We just wouldn’t be in the act except—— 

Mr. Wurrren. Mr. McLain, don’t you realize that the reason you 
got by from complaint in wheat is because you had the International 
Whea t Agreement? Don’t you believe that if you had tried to do 
that in the absence of the International Wheat Agreement, the 
influence of the foreign government on our State Department would 
have blocked— 
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Mr. McLain. No; I do not. 

Mr. Wuirren. You might get the record and read it—about the 
time I first came to this committee—and see how it did block us and 
how the influence of our State Department made this committee force 
the Congress to finally cut out the funds for export subsidies. It is a 
matter of record. 

Mr. McLain. We are not using funds. We are using commodities. 

Mr. Warrtren. That is right. 

Mr. McLarn. There is quite a difference. 

Mr. Wuirrten. It has the same effect on the Government, the same 
effect as far as pressures from foreign countries are concerned. 

You don’t think the International Wheat Agreement has that 

Mr. McLain. The big end of our wheat doesn’t move under the 
International Wheat Agreement. It moves outside the agreement. 
Mr. Horan has watched this thing operate with wheat. I would be 
glad to get his comment. 

We are interested though—if you are directing us not to do this, 
this is something we want to know. 

Mr. Wuitten. Quite definitely, I can make it clear right here that 
we lost a great share of foreign markets and we contributed to foreign 
expansion of production during periods when we were using the export- 
subsidy device, and in periods when despite our authority to sell we 
kept our commodities off world markets on a competitive basis. It 
is my belief that the consuming countries in Europe want to know year 
in and year out that we will ‘be producers of cotton and supplies to 
meet their needs which will be on the counter for competitive sale 
with other producers. I believe they are more interested in this year 
of short supply, in our maintaining of system of competitive offerings, 
than in a larger share of our limited supply this year. 

It is also my belief, having sat here when we had Mr. Wheeler from 
our Foreign Agriculture Service and had various and sundry Secre- 
taries of Agriculture, that any type of export subsidy will be played 
up and used against us to a greater degree by foreign governments. 
They will have a much greater weight on our State Department, calling 
it dumping, than if we keep our commodities offered competitively 
as the other countries do it. 

Mr. McLain. Well, now, I am sure you are aware as to our export 
program for cotton, that once we started out with our pricing mech- 
anism through the years the quality of course was represented through 
the price we sold it, but we never broke the price down by certain 
points. 

If we had we would have thrown the whole international cotton 
situation into a great mess. Everyone in the industry told us this. 
The statute itself told us we should be competitive. You notice the 
history of our sales in the cotton program. We have never gone along 
with that floor. We started out, and as the carrying charges during 
the year accumulated, we added those on. It has worked very 
successfully simply because everybody in the world knows they can 
with confidence come in and buy. Everyone in the industry told us 
if we didn’t do that, no one would buy. If they thought 1 month 
we were going to cut the price $2 and the next month shoot it right 
back up, they just wouldn’t know where they were. 

It has been competitive because we make the world market, Mr. 
Whitten, for cotton. We make it for wheat. 
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Mr. Wuirren. If you don’t do something to increase acreage this 
year, it is going to be hard for you to continue to enter the world 
market, because your supplies of good cotton are going to be down. 

Mr. McLarn. ‘Again we are going to have 8% million carryover 
August 1. We are “dead serious about having the direction this com- 
mittee wants to give us on this because if you are stating what you are 
going to ask us to do, we would like to have it in the record. 

Mr. Wuirren. I definitely will. There are lots of things in the 
record that you have followed, and others that you didn’t. 

Mr. McLain. We would like to have Mr. Horan here, who has 
watched this thing operate with wheat, get into the record what he 
thinks about it. 

Mr. Horan. It has worked very well. 

Mr. Wuirren. It has worked very well with regard to wheat, 
having an International Wheat Agreement which has taken away a 
lot of the pressures from competing countries. You will have those 
pressures in the absence of a cotton agreement. 

I was here during the export subsidy days with cotton, and it was 
always kept tight so that our cotton dealers could make this year’s 
killing. 1 think that greatly hurt our international situation over the 
long pull. I think the records will disclose that. 

Always we have the problem of people matching this year’s interest 
against the long-range interest. It is a natural thing, but you have to 
be aware of it. 


NEW CLAUSE IN TARIFF CONTRACTS CONCERNING COTTON 


Before I forget it, there is one other thing that I have had a com- 
plaint about, concerning the Department’s handling of cotton, from 
one of the larger organizations in the South. 

One of the larger organization in the South called my attention to 
the fact that you have permitted the majority compresses to insert a 
new clause in their tariff contract as follows: 

‘The charge for standard compression under this rule will be due at the end of 
the tariff vear (July 31) and any such cotton ordered high density compressed 
after that date will carry both standard and high density compression charges. 

This is said to be effective August 1, 1958. The comment is made 
as follows, and I quote: 

This is a radical departure from prior procedure and will have the net effect of 
raising the price of export cotton. I have discussed this with some compress 
people in our area, and everybody informed that they are forced to take this step 
to protect themselves because of a ruling by the Commodity Credit Corporation. 

What is the proposal here? 

Mr. Bercer. Frankly, I don’t know what they are talking about. 

We will be glad to look into it. 

Mr. McLain. We have had no change to my knowledge. 

Mr. Bercer. Pardon me, Mr. Secretary and Mr. Chairman. 
This may be part of a proposal that we are discussing with the com- 
mittee members now as to whether to change over to the subsidy and 
the kind of program on cotton as we are on wheat at the present time 
for 1958, starting August 1, 1958. If it is, I would have to look into 
it and 

Mr. Wuirten. I would be glad for you to supply it to us. If I 
understand it correctly, it is a case of attaching to the cotton additional 











1666 


charges which would go to the compresses, which in turn would raise 
the price on the export. I may be in error as to what the effect is. 

Mr. McLatrn. Could you quote it all in the record? 

Mr. Wuirren. I have quoted it. I would be glad to supply you 
with the correspondence which we have had in connection with this 
matter. 

Mr. Bercer. I would like to have it because I am not sure about it. 


EFFECT OF ACREAGE RESERVE PROGRAM ON COTTON 


Mr. Wurrren. You are familiar, Mr. McLain, with the fact that 
producers of cotton, and others in the cotton trades, too, many of 
them feel that the great reduction we are going to have in cotton 
acreage this year will leave us in the greatest short supply of good 
staple and good type cotton. I had read where the Secretary agreed 
that is true in testimony before the Senate. : 

You are familiar with the fact that, under this acreage reserve 
program, the Department made it possible for some of those that 
tried to sign up to get the full amount on the acreage reserve, while 
it left the others who. went to the right place at the right time unable 
to participate, even though the law said they had a right to a fair and 
equitable opportunity to participate. It now looks like some 5 mil- 
lion acres of cotton will be signed up on the acreage reserve and will 
not be planted. 

Personally I think that is bad for the cotton industry. I think 
we are slipping backward. As you know, I had a meeting with you 
and the Secretary. I think we are losing lots of what we gained in 
regaining the world market. 

I have a bill before the legislative Committee on Agriculture based 
on the fact that you signed up far beyond what you expected. Since 
the Congress had to increase the funds with which to treat all farmers 
who tried to sign up alike, I feel that something should be done to 
see that we do have an adequate supply of the kind of cotton folks 
want. You can’t sell a man a jalopy when he wants a new automobile, 

My colleagues here ask that. you develop that a little bit. What 
is your idea as to the international cotton situation in view of the 
fact that you won’t increase acreage. You won’t recommend it while, 
in my judgment, the Secretary has authority to increase acreage on 
his own. 

Mr. McLain. First of all, you are familiar with the fact that we 
took the position that we would not ask for added funds to take 
the rest of the cotton acreage. We thought that it was probably 
not wise in light of the situation, the way it was. We are not critical 
of the Congress because they added the funds. We want the record 
to show that. We did not ask for the funds. We think it is unwise 
to spend $280 million or in that neighborhood to take 4 to 5 million 
acres of cotton out of production—we didn’t ask for that much to 
do it—and at the same time permit during the same year an expansion 
of cotton. We don’t think the American taxpayer and the people 
that don’t understand this thing can buy that at all. 


I will tell you what we are trying to do, though, to relieve the 
situation. 
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ACREAGE RESERVE SIGNUP 


Friday night, after I was before the Senate Appropriations Com- 
mittee on Thursday afternoon or on Friday, we put out a press 
release which we would like to make a part of the record which says 
this. Our deadline for signup was February 20. We have lifted 
that deadline for coming out of the soil bank until the end of March 
the 28th day of March. 

We felt because we did do it for cotton and because we had an over- 
subscription of corn we ought to give the corn people the same oppor- 
tunity, and we made it across the board on the three commodities. 

I had two calls from Alabama on Friday morning that said they had 
a firm contract on cotton who said if we would permit them to get out 
of it they would be happy to get out, and there were many other 
people who would be glad to do likewise. This press release went out 
Friday morning, and we think it will have much to do with letting 
those who want to get out, get out. I would like to have the record 
show this press release. 

Mr. Wuirren. We will be glad to have it for the record. Of course, 
if you will not take action to treat all farmers alike, who went to the 
proper place to sign up, within the time announced, the Congress has 
to provide funds because the law says “‘all farmers shall have a fair 
and equitable opportunity to participate in the acreage 
program.” 

(The press release referred to is as follows:) 


reserve 


Unitrep States DEPARTMENT OF AGRICULTURE 
Washington, February 28, 1958 


CANCELLATION DATE FoR Corn, CoTTon, AND SprRtING WHEAT ACREAGE RESERVE 
APPLICATIONS EXTENDED TO MARCH 28 

The United States Department of Agriculture today announced that farmers 
who have made applications for participation in the 1958 acreage reserve for 
corn, cotton, and spring wheat may cancel their applications any time through 
March 28. Previously, farmers could cancel their applications for these crops 
through the signup deadline, which was February 20. 

The deadline for canceling applications for rice and tobacco will be March 7, 
previously announced. 

The present corn signup would require payments in excess of the Soil Bank Act 
limitation, which restricts corn acreage reserve payments to $300 million. All 
offerings of corn acreage as reported from State ASC offices would require total 
payments of $313 million. It is expected that extension of the deadline for 
cancellations will result in a reduction of total requests for participation in the 
program. 

For cotton, the acreage reserve offerings have been larger than expected earlier. 
With the 1957 cotton crop generally lower in quality than was anticipated, it is 
believed that the cotton acreage reserve signup is now in excess of what would 
appear to be desirable. Today’s action will give cotton producers more time to 
withdraw from the program. 

Lack of operating capital is frequently given by farmers as the reason for 
their interest in the program. Many cotton farmers are eligible for emergency 
loans, at 3 percent interest, for the production of 1958 crops, available through 
county offices of the Farmers’ Home Administration. In addition many farmers 
are eligible for regular FHA loans, 

Since the signup.deadline for spring wheat was February 20, the same oppor- 
tunity to cancel applications is extended to spring wheat producers as is extended 
to corn and cotton growers. 


as 
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Mr. Wuirten. Since you made the statement that you didn’t ask 
for the additional funds for those who wanted to be signed up, I 
would like to have that section of the law included in the record at 
this point. 

(The law referred to is as follows:) 


EXTENT OF PARTICIPATION IN PROGRAM 

Sec. 104. For purposes of the acreage reserve program the Secretary shall 
establish a national reserve acreage goal for the 1956, 1957, 1958, and 1959 crops of 
each commodity specified in section 103 (a). The limits within which individual 
farms may participate in the acreage reserve program shall be established in such 
manner as the Secretary determines is reasonably calculated to achieve the 
national reserve acreage goal and give producers a fair and equitable opportunity 
to participate in the acreage reserve program, taking into consideration their 
acreage allotments or farm base acreages, whichever may be applicable, the supply 
and demand conditions for different classes, grades, and qualities of the com- 
modity, and such other factors as he deems appropriate. 

Mr. Warrren. I would like to ask you this: If a man who went to 
the county office to sign up at the time he was told to sign up, and 
though the law said he had a right to fair and equitable opportunity, 
are you willing for him to be le ft out completely? 

Mr. McLatn. We take the view—— 

Mr. Wurrren. Would you answer me first, and then qualify it. 

Mr. McLarn. I was going to try to answer the question. 

We take the view that, of course, there were a lot of farmers who 
wanted to participate in the soil bank—there is no denying that—much 
in excess of what the allocation of $180 million would cover. I think 
it can be argued that we divide it up and give— 

Mr. Warren. May I interrupt to say this: Let’s get this record 
straight in view of the earlier statement. 

The Department made no provision in advance to give State 
allotments, did it? 

Mr. McLain. We indicated in the Federal Register, which is a 
matter of record, that it would be on a first come, first served basis. 
We found out that the participation requests were going to be far in 
excess of what we anticipated. We then told each State at the time 
we gave them their State _— as that they would have the option 
of going either 1 of 2 ways: (1) On a first come, first served basis, 
and (2) the ine a basis of — ate shares. 

Mr. Wuirren. Now that announcement of State allotments came 
after you saw the signup was going to proceed and not in advance? 

Mr. McLain. That is true. 

Mr. Wuarrren. And the farmer in a given county had no reason to 
know there would be no State allotment or restriction of funds when 
he went up there to sign up? 

Mr. McLarn. I think it made no difference whether he did or didn’t 
know it. The pressure would be there 

Mr. Wuirren. Be that as it may, he was led to think that all he 
had to do was go to the proper place and sign up, wasn’t he? 

Mr. McLain. This was right. He was led to believe that all he 
had to do was sign up. 

Mr. Wuirren. And he went there and attempted to sign up. 
Then you told the State committees that they could sign up some and 
could leave these others out. Do you mean to say ‘the fellow that 
was left out had a fair and equitable opportunity? 
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Mr. McLain. In many States. 

Mr. Wurrren. You are not answering my question. 

Mr. McLain. | am answering it in this way. Say in Texas 

Mr. Wuirren. May I renew my question, Mr. McLain. 

Do you take the view that, where you had not announced a county 
quota and a man went to the county office and stood in line, and then 
later you announced this first-come, first-served basis, do you think 
that would meet the requirements of the law? Do you take the view 
that a man who couldn’t get in and couldn’t sign up, though he was 
at the right place, had his fair and equitable opportunity to participate? 
Do you take that position? 

.Mr. McLain. No, because the premise is wrong. The 
wrong for this reason. 

We put in the Federal Register before this ever went to the field 
that it would be on a first-come first-served basis. Many States 
went to the field and told each individual farmer that it would be 
that way. They didn’t all do that. You will grant that. 

Mr. Wuirtren. I think the record will show you are in error 
several particulars, and it is in the report of our hearings 

Mr. McLain. What was in error, please? 

Mr. Wurrren. I think you are in error as to the time that an- 
nouncement was made to the farmers. I think you made your 
announcement of State quotas and various other things after you saw 
that you were going to be oversubscribed. 

Mr. McLain. This I had testified to. I was talking about what 
went into the Federal Register which was way ahead of that. 

Mr. Wuirren. In the Federal Register you said “first 
first served’’? 

Mr. McLain. That is right. 

Mr. Wuirren. All right, let’s say that you did that, and we will 
go back to the law. 

When you put that in the Federal Register and said that, if you had 
known 500 were going to try to sign up in county X, and 250 of them 
were all you knew would be taken care of, and 250 coundn’t, in effect, 
weren't you excluding 250 though you didn’t know the names? 
Weren't you in effect trying to incite a riot by having a fight between 
the 500 to see who was going to sign up and who wasn’t? 

Mr. McLarty. No. 

Mr. Wuirren. You believe that is carrying out the law? 

Mr. McLain. I will put it this way, Congressman Whitten. This 
[ believe: If we had put a State quota on the first date of the signup, 
the violence and rioting would have been larger than they were. 

Mr. Wurrren. You will agree the Department had authority to 
scale the rate of payment bac k, or restrict the ac reage? 

Mr. McLarn. I think legally, we had the authority to do either one. 

Mr. Wuirren. You recall that before this committee you refused 
to act? 

Mr. McLain. We refused to act on lowering the rate because this 
would have been in violation of what we told farmers we were going 
to do. 

Mr. Wuarrren. All right. But you were willing to violate what you 
had led the farmer left out to believe. Here in your presence, Mr. 
MeLain, your solicitor agreed that this was an offer only, but you 
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had full control and full ability to make any change in the offer that 
you wanted to. 

Mr. McLain. We did. 

Mr. Wuirten. All right, you testified at that time that the reason 
you were in trouble was because you asked $750 million and that you 
got only $500 million; yet the mixup came because, with the $500 
million, you thought it more than would be needed in view of the 

$3,000 limitation. Now you say that you didn’t ask for the other 250. 
I am just saying you are not going to have your cake and eat it, too. 
You were for 750 million; you got 500 million with a 3,000 limitation. 
You thought that more ‘than enough so did not make any State 
allotments in advance. Signups were so great, and you were unwilling 
to reduce rates or acres to come within the 500 million, leaving 
Congress no way to protect all farmers who tried to sign up within the 
time specified in their right to participate except to provide the 
extra $250 million. We cannot let you get by with being for it, 
against. it, all in the same breath. 

Mr. McLain. We don’t want to get by with anything. We want 
to be honest. 

Mr. Wuirren. All right, let me recite this record again and I am 
asking you to listen. 

We had you up here before this committee with the Solicitor of the 
Department. 

Mr. McLarn. Yes. 

Mr. Wurrren. And we had your witnesses to agree that you had 
made no effort out of Washington to make an allotment to the States 
or from the States to the county prior to the signing so as to stay 
within the $500 million program. Isn’t that right? 

Mr. McLarn. Prior to the beginning of the signup, there was no 
State quota issued. That is correct. 

Mr. Wuirren. That is right. After the farmers went to sign up 
in great numbers is when you first sent out notices to close the doors 
to the office, because the signup exceeded what you expected. 

Mr. McLarty. Well, again I say to you that many States advised 
their farmers in the notice that went to them. I explained them here 
for you for Texas that it was on the first-come, first-served basis 

Mr. Warrten. But the Government didn’t require that notice by 
any of the States. In my opinion you cannot avoid your responsibilit\ 
by shifting it to State committees. 

Mr. McLarty. The Federal Register indicated that this was the 
procedure to be followed and we found out that some of the States 
didn’t follow out that procedure. We then gave the State the 
option of going either way, Mr. Whitten. 

Mr. Wuirren. You said you couldn’t let the States seale back the 
rate of payment because you would be going back on what you 
offered to the farmers. Yet your Solicitor in your presence testified 
it was merely an offer and in your full control prior to the time that 
the county committees accepted it and the committees had not 
accepted it. You testified to that effect. 

Mr. McLain. You missed the point completely. 

Mr. Wuirren. Well, | am asking you the question 

Mr. McLain. We put out a press release that the rate for cotton 
was going to be so many cents a pound and for corn so many cents a 
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bushel. We maintained that every farmer had the right to expect 
the Department to stick by that figure and not change. 

Mr. Wuirren. Now when the law says each farmer is entitled to 
a fair and equitable opportunity to participate in the soil bank pro- 
gram, and they went where you told them to and stood in line to sign 
up, you don’t agree that you owe them anything? 

Mr. McLain. The purpose of it 

Mr. Wuirren. You are not answering. 

Mr. McLain. I don’t think that just because we had more people 
applying than we had money to go around—we have that with corn 
right now that we have to take care of everybody. 

Mr. Wuirrten. All right, let’s put it this way. You say that, when 
you gave him the notice of first-come, first-se .rved, or when you made 
your offer in dollars and cents per acre, you felt you owed it to him 
to live up to it even though you had the legal right to change it? 

Mr. McLatn. Yes. 

Mr. Wurrren. All right. When he went to the place you told 
him to and tried to sign up, you say you didn’t owe it to him to include 
him even though the ‘law said he had a fair and equitable opportunity 
to partic ipate, is that your position? 

Mr. McLain. We thought we owed it to him to give the State 
committee which was in “charge of operations the choice to take 
either of two ways. One way is the first-come, first-served basis and 
the other to back up and prorate it. 

Mr. Waurrten. In other words, you thought it was right for the 
State committees to deprive him of 

Mr. McLain. Our State committees won’t agree with the statement 
that it deprived certain people of certain things. 

Mr. Wuirren. Let me ask you a question then. If a man went to 
the right place at the right time, was standing in line and suddenly 
was told by the State committee, because you authorized the State 
committee to do it, “Nothing doing, the money is gone, you are out, 
do you think that is all you are obligated to do? 

Mr. McLain. If you have got a limited amount of funds and 
are trying to get the most for your money, I think 

Mr. Wurrren. Mr. McLain, I have tried to let you down light. 
You are in the Department handling this matter, but in all my 
experience here I have never seen anything as poorly handled. I 
have never seen an individual wiggle and wobble any more on a 
situation than you have here before this committee. I say that to 
you straight. 

Mr. McLain. I just don’t quite agree with that, Mr. Whitten. | 
tried to be fair. We laid out that we had made this request for $750 
million. 1 think I would say this, that with the cotton situation the 
way it was at the time of this spring signup we would not have asked 
for the equivalent part of $750 million for cotton. We just wouldn’t. 
I think we tried to be fair and honest and I again say to you I am not 
critical of Congress for having added the $250 million; I probably 
would have done the same thing if | had been in your shoes. 

Mr. Wuirren. You don’t answer my questions, though. Even 
though you made an announcement offering so much per acre, and 
even though your own Solicitor said it was in your full and complete 
charge to change that offer as long as it had not been accepted by the 
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local committee, and you said the local committee hadn’t acted, you 
say that you felt that you couldn’t change it. Now, when you 
announced to farmers to come and sign up and then in the middle of 
the signup authorized that State to pay “‘first-come’’ and leave the 
others out, you won’t say whether that is fair or not. 

Mr. McLain. Well, I 

Mr. Warren. Is that carrying out the obligation of the law? 

Mr. McLain. I think it is carrying out the obligation of the law; 
ves. 

Mr. Wuirren. What do you think the meaning of fair and equitable 
opportunity is? 

Mr. McLain. Well, it doesn’t necessarily mean that you are just 
going to prorate and change the initial offer that you made to the 
farmer. I am sure it doesn’t mean that and I can see the repercus- 
sions in the tobacco area and in the other areas if we had started to 
change these rates per bushel and per pound after we had announced 
them. 

Mr. WuirtreN. You had rather leave these farmers out even though 
they went where you told them. You would rather leave them out 
rather than to change the order. 

Mr. McLain. I think we should not have backed up on a firm 
commitment the Department made. 

Mr. Wuitrtren. What do vou mean “firm’’? 

Mr. McLain. We told them these were the rates we were going to 
abide by. 

Mr. Wuirtren. And the law told each farmer that he had a right 
to a fair and equitable opportunity to participate. 

Mr. McLain. Well, it is a matter of determination of what is fair 
and equitable, Mr. Whitten. 

Mr. Warrren. Well, are you for this $250 million, or are you 
against it? 

Mr. McLain. We are going to use it. 

Mr. Wuirren. I am asking you a question and I would appreciate 
an answer. 

Does the Department support the $250 million extra or do you 
oppose it? 

Mr. McLain. We are supporting it because we think, under the 
circumstances, it is the only aa Congress could do. 

Mr. Wuirren. All right, 

Mr. ANDERSEN. One aan right here, Mr. Chairman and Mr 
MeLain. 


FARMERS ELIGIBLE TO PARTICIPATE IN ACREAGE RESERVE 


Just what instructions have been put out very recently relative to 
the qualifications of the farmers who is eligib le now to request a 
contract when this new $250 million is available’ 

I have heard, Mr. Chairman, that the Department has lately, the 
last day or so, put out advice to the effect that unless a farmer has 
made a written application to take part in the acreage reserve program 
that he is not eligible to join, Is that it? 

Mr. McLain. No, that is not right. We are taking everyone that 
has made the written application and everyone that has their name 
on the register of participation as of 
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Mr. Anpersen. What about these farmers that were unable to get 
in to the office on those particular dates and of whom there is no 
record right today? 

Mr. McLain. We told everyone to keep right on putting their 
name on the register. No farmer was turned away and his name not 
taken if he wanted to put his name on the list. 

Mr. AnprrsEN. Will every farmer have an opportunity from this 
day on until the close-up date of signing to come in and make the 
application? 

Mr. McLain. The close-up date was February 20. 

Mr. AnpgerRSEN. Didn’t you just say that had been extended to 
March 28? 

Mr. McLain. The copy of the press release is here. The only 
thing we did was to permit in this extension time a release from any- 
body that wanted to get out. Now, here is part of the reason. 

We have already applic ations requiring payments of three hundred 
eleven or twelve million dollars for corn. The statute itself said we 

can only use $300 million even if we get this $250 million. We are 
satisfied that some of these fellows just went in and put their name on 
the register of eligibility figuring that they would see what happened. 

Mr. AnpEeRsEN. Well, now, getting back to my original question. 
Mr. MeLain, the farmer who was unable or who thought there was 
no reason for him even to make application because of the fact that 
the word went out that there was no money available where is he 
today? 

Mr. McLaix. We told our county committees and each county 
office operated on the basis that probably there would be funds avail- 
able and if there were any that wanted to participate they ought to 
get their name on the list before February 20. This is the instruction 
that went out. 

Mr. ANpERSEN. Yes. But now the Congress had not acted on 
this issue on February 20. In other words, any farmer who had 
not made direct application to go into the acreage reserve at that 
time had no recourse now, is that it? 

Mr. McLain. It depends upon what you mean by application. 
If he came in the county office and said he wanted to participate, 
he didn’t sign anything. He said “I would like to participate.” 
We put him on the register. He is eligible. If he didn’t go to the 
county office or didn’t get his name on the list, then under the current 
regulations he is not eligible. 

Mr. AnpersEN. He is not eligible, for example, if he was one of these 
farmers who Mr. Whitten has been speaking about who came to the 
door and heard the funds were all out and there is no use of your even 
going in and making application, that man now is out of luck com- 
pletely, is he not? 

Mr. Warren. Will the gentleman vield to me there? 

Mr. ANDERSEN. Yes, I want to bring this out. 

Mr. Wurrren. I| take it that the Department is going to pay some 
attention to the Congress. May I point out that the debates will 
disclose a great deal of interest by my Republican colleagues from the 
corn section, particularly Mr. Avery. I explained that we used the 
word “attempt” knowingly so as not to limit it to anyone whose 
name was taken down. An attempt, in our judgment, was anybody 
who made an overt act to sign up, and it is my judgment that includes 
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any man who went to the door or made other affirmative efforts and 
is willing to certify he went there for the purpose of signing up. I 
am saying here the word attempt was knowingly used because it is 
broad enough to let you take care of those who made an effort to get 
in the program. 

Now, any interpretation that is restrictive enough to knock some- 
body out who makes certification that he did attempt, I would take 
it as a failure to carry out the intent of Congress. 

Mr. McLarty. You meant up to the deadline? 

Mr. Wuirren. Yes. I did not go beyond the deadline. 

Mr. McLain. I am sure if an individual could produce evidence 
and say he came in that that certainly would—that isn’t what you 
are talking about? 

Mr. AnpeRSEN. No. Say, if he didn’t come in, Marvin. 

Mr. McLain. That is right. Say he comes in March 

Mr. AnpersEN. Say this individual hs ud heard prior to his coming 
into the hall where they were signing up, “Well, Jim, it is no use your 
going down there, they say they’re all out of money, might as well save 
your time,” so that man left for home without doing anything about it, 
even making a verbal request, now, what position is he in right today? 

Mr. McLain. Suppose he doesn’t come in until May 1. The 
farmers have got to know what they are doing here. 

Mr. ANDERSEN. I am referring now to your February 20 deadline. 

Mr. McLain. You mean he came in before February 20? 

Mr. AnNpersEN. A farmer had had the intention but as we heard 
stated on the floor at one point there was something like 200 farmers 
who had the door closed in their faces. Well, now, did these 200 
farmers get their names listed before the door was closed? 

Mr. McLarn. They should have. Our instructions were to our 
committees to take anyone’s name who 

Mr. ANDERSEN. Well, then, the door wasn’t closed in their face; 
was it? 

Mr. McLarn. No, sir; the door was never closed. 

Mr. Marsnatn. Will you yield to me? 

Mr. ANDERSEN. Yes. 

Mr. Marswatu. I am not sure of the time but it wasn’t very long 
ago that we had a report from Mr. Peterson in the Minnesota office 
saying that Minnesota was greatly oversubscribed for the soil bank. 
Now, this notice appeared as a news item in the Twin City papers. 
I don’t know how much publicity was given to it but in Minnesota 
the Twin City papers have by far the ‘largest coverage. Well, my 
interpretation would be that, if any farmer read that he, just decided 
there wasn’t any use in going in to sign up. 

Mr. AnperseEN. I think, Mr. Marshall, that is the item to which 
I called attention when I opened up this discussion with Mr. McLain. 
I believe I did see it in the Twin City press glancing through the back 
papers this morning. What I am interested in finding out is what 
position are those farmers in after we have gone to all of this trouble 
to try to make good the Government’s word to them? 

Mr. McLain. Well, let me say this. Our committees—Mr. Man- 
waring is here—tried hard to tell every farmer that came to the office 
that his name would be taken down and if funds were available he 
would be taken care of. Now if funds are available and a man can 
convince the county committee that he was at the office and made an 
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effort and then didn’t get his name on the list, I think we ought to 
look at it; but then the problem is going to be, if you start taking these 
fellows on down the line after February 20, you would have fellows 
come in after they can’t get their corn planted and start saying 
that 

Mr. ANDERSEN. We are not asking that, Marvin. 

Mr. Wuirren. As chairman of the committee and having written 
this language I think perhaps this ought to be in the record. 

The debates in the House will show that the Congress passed it 
with the words in there—“anyone who signed up or attempted to 
sign up.” This additional money was for the purpose of treating all 
farmers alike and was to enable you to take care of those who signed 
up or who attempted to sign up within the time prescribed. 

We used the word “attempt” because it is capable of a broad inter- 
pretation. As I explained on the floor of the House under question- 
ing, we did not attempt to a out what an attempt was, because 
by citing what we meant by it, we would have excluded anything 
else that meant an attempt. La am saying here for the record now that 
I think you should give a broad interpretation to it instead of a strict 
interpretation. 

Now, I realize that you can’t sit here and draw a line. I am not 
trying to draw a line. But it should cover cases where there is 
evidence to indicate a bona fide attempt—and I use the word “‘again’”’ 
because it is broad. I would take it that the Congress quite definitely 
put its mark of approval on it. It was supported by Republicans and 
Democrats and I might say almost by the entire Congress from 
agricultural areas. 

Mr. McLarn. Well now, this means, Congressman Whitten, the 
record may be clear that this is what took place prior to February 20. 
Is that correct? 

Mr. Wuirren. Insofar as committee action? 

Mr. McLarn. Yes. 

Mr. Wuirren. Insofar as the report is concerned, insofar as the 
debate is concerned, there was nothing to indicate that there was any 
purpose on the part of the Congress or the House of Representatives 
to extend your signup date in view of the fact that you had already 
closed it with written notice in advance. But that doesn’t mean that 
you, in an effort to carry out this intent of Congress, shouldn’t let a 
man bring up his evidence even after February 20. 

Mr. McLarty. Oh, no, if he had the evidence 

Mr. Wurtren. Or bring up his certification or make his oath or 
whatever it is. 

Mr. McLain. Yes. 

Mr. Wuirren. But he would have to show that that attempt was 
made prior to the closing date and I say that for the record. 


COTTON SALES 


Moving to another subject—in connection with the cotton sales 
I would like for the record to show the quantities of cotton you have 
sold and who you have sold it to and you can limit yourself to those 
who bought sizable quantities. 

(The information referred to is as follows:) 








Cotton sold under cotton export program NO-C-9 beainnina Mar 
offers opened Feb. 19, 1958 


Jack R. Allen & Co 

R. H. Allen & Co 
Allenberg Cotton Co., In¢ 
Amex Cotton Co., Ine 
Anderson, Clayton & Co 
Do 
Do 
Do 
R. A. Armistead & Co 
M. Aura & Co., Ine 
Do 

J. A. Baker & Co 

L. T. Barringer & Co 
Block & Unobsky 

1. G. Boswell Co 
J 
I 
( 





. E. Brereton & C 

B. Bright & C« 
‘alcot, Ltd 
4. Campdera & Co., Inc 
Robert 8. Cherry, Jr 
Chickasaw Cotton C< 
Chickasha Cotton Oil Co 
Cochran Bros., Inc 
Ernst Cohn & Co 
Connell Bros 
Cook & Co 
Cotton Import & Export Co 


Che Cotton Producers’ Association 
Covington & Smith Cotton C 


Do 
Crawford & Co 
E. F. Creekmore & Co 

Do 
Crespi & Co 

Do 
F. M. Crump & Co 
G. O. Daugherty & Co 
R. L. Dixon & Co 
W. B. Dunavant & Co 
Edmundson-Neblett & Co 
Edwards-Croft & Co 
H. E. Eldridge & Co 
Esteve Bros, & Co., In 
Farris & Co 
W. D. Felder & Co 

Di 
Felder & Camp 
Ferguson Cotton ¢ 
Ferrier, Mason Smith & Cx 
I. J. Fields Cotton Co 
Flake & Co 
Florence & Co 
Hugh Francis & Co., l 
Fulton & Sons 
Galveston Cotton Co 
A. N. Garber & Co 
George E. Gibbons & C 
Otto Goedecke 

Do 
Gosho Cotton Co 
H. R. Gould & Co 

Do 
Grunow-Hogg & Co 
S. W. Haaga 
C. Haedke & Co., Inc 
Sam W. Hall Cotton Ci 
Hannay Bros. Co 
Adolph Hanslik 
Dale Hardeman 
Jack W. Harris, Inc 
W. D. Harvey 
Helmbrecht & Co 
Hill Cotton Co 
H. Hodges, Abilene, T« 
Hohenberge Bros. C 

D 
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New Orleans, L 
Memphis, Tenn 


mphis, Tenn 
Atlanta, Ga 
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New Orleans, 





Lubboek, Tex 
Memphis, Tenn 
Cedartown, 


| Galveston, T 
Williston, § 
Corpus Christi, Tex 
Hallettsville, 
Memphis, Tenn 


Dallas, Tex 


New York. N. Y 


Greenwood, Miss 
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Cotion sold under cotton export program NO-C-9 beginning Mar. 19, 195 


7, through 
offers opened Feb. 19, 1958—-Continued 


Purchaser 


Location 


Rk. T. Hoover & Co El Paso, Tex 48, 26¢ 
Howard Cotton Co Dallas, Tex 63, 478 
J. B. Hubbard & Co do 33, O92 
C. Itoh & Co do 6, 917 
Japan Cotton Co do 7, 183 
H. Kempnet Galveston, Tex 203, 570 
E. M. Kilgore Corpus Christi, Tex 1,00 | 
E. M. Kilgore Muskogee, Okla 41, 889 
James E. Kilgore Corpus Christi, Tex.. 5, 205 
Do Muskogee, Okla 7, 569 
Earl King Cotton Co Memphis, Tenn 1, 576 
A. Lassberg & Co Austin, Tex 43, 318 
W. D. Lawson & Co Memphis, Tenn 7, 462 
Lineberger Bros Lincolnton, N. C 507 
S. B. Locke & Co Houston, Tex i, 871 
W.J. Love Columbus, Miss 22t 
L. C. Lowe Corinth, Miss 4, 726 
S. T. Lowry Co Memphis, Tenn 300 
Manget Bros New Orleans, La 30, 251 
V. A. Maudr Co Houston, Tex 46. 879 
McCorkle, Dinwiddie & Co Dallas, Tex }, 187 
George H. McFadden & Bro., Inc do 7, 260 
George H. McFadden & Bro Houston, Tex 185, 904 
Do Fresno, Calif 616 
Do Memphis, Tenn 164, 586 
Do New Orleans, La 7, 966 
J. B. MeGinty & Co Terrell, Tex 690 
MeSpadden & Crain, Memphis Memphis, Tenn_-. 9, 368 
Merritt Cotton Co New Orleans, La 643 
Mexican Cotton Co Dallas, Tex 2 942 
Miller & Co Houston, Tex 4, 410 
H. Molsen & Co Dallas, Tex 126, 698 
H.J. Murff & Co Memphis, Tenn 20. 119 
Murff-Barbee, Inx do 45 
Vernon M. Murphy Cotton Co Harlingen, Tex 11, 273 
H.C. Nall & Son Memphis, Tenn 656 
Nebhut Cotton Co do 4 
The Newberger Co do 25, 657 
Frank Oakes & Co do 12, 450 
W. E. Oates & Co do 21, 952 
Oklahoma Cotton Coop. Association Oklahoma City, Okla 1, 670 
Arthur Ortiz & Son El Paso, Tex 15 
A. T. Pattison & Son, Inc New Orleans, La 13 
Patton Bros Memphis, Tenn 18, 043 
Patton Bros. of Texas Dallas, Tex_. 15, 950 
Patton Bros. of California Fresno, Calif 11, 207 
P. G. Pauls & Co Houston, Tex 6, 101 
A. G. Paxton C Greenville, Miss 11, 801 
Pearce-Gardner Co Memphis, Tenn 4,119 
Pell Cotton Co Charlotte, N.C 26, 850 
Peterson & Robinson Co Phoenix, Ariz 1, 000 
George 8S. Peyton & Co Memphis, Tenn 1, 452 
Jains Cotton Cooperative Association Lubbock, Tex 25, 584 
Producers Cotton Oil Co Fresno, Calif 7, 808 
W. P. Rabb Co El Paso, Tex 4, S80 
Ramsbottom Cotton Co Memphis, Tenn 22, 282 
Ramsey-Austin Cotton Co do 200) 
Randle Cotton Co Blytheville, Ark 103 
W.M. Rattan & Co Memphis, Tenn HS 
W. B. Ray & Co Corpus Christi, Tex 7, 64 
Reinhart Co Houston, Tex 44, 057 
Caffey Robertson Co Memphis, Tenn 1, 169 
Rountree Cotton Co Las Cruces, N. Mex 135 
L. C. Rountree & Co Memphis, Tenn 847 
W. T. Russell Cotton Co Wills Point, Tex SO] 
Schwabach & Co New York, N. ¥ 13, 231 
Do Dallas, Tex 9, 218 
Randolph Scott & Co Harlingen, Tex ) 
R. G. Sharp & Co Lubbock, Tex ) 
Shaw Cotton Co Phoenix, Ariz 0, 344 
Ralph Sherman & Co Fresno, Calif 16, 052 
Louis Shwarts Cotton Co Corsicana, Tex 649 
Eugene B. Smith & Co., Inc Dallas, Tex 23, 793 
J. O. Smith Cotton Co Lubbock, Tex ) 
J. F. Smithwick & Co Memphis, Tenn GO 
Southwestern Cotton Co Dallas, Tex 14, 217 
Alexander Sprunt & Son Memphis, Tenn 4,93 
8. 8. Cotton Sales Co Blytheville, Ark 1, 966 
E. S. Stahel & Co New Orleans, La oy an 
Stapk Cotton Cooperative Association Greenwood, Miss Y, Ost 
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Cotton sold under cotton export program NO-C-9 beginning Mar. 19, 1957, through 
offers opened Feb. 19, 1958—Continued 


Purchaser 


Location Number 
of bales 

Sternberg-Martin & Co., Inc ‘ an . : Dallas, Tex % Z 57, 136 
Jack J. Stoneham & Co < do aSa ; 13, 17 
C, Stubblefield & Co_- | Hillsboro, Tex ¥ 9, 542 
R. 8. Tapp & Co Lubbock, Tex 4, 853 
Tracy T. Tapp . | Shamrock, Tex : 270 
Powis F. Tarkington | Cuero, Tex___. 211 
Starke Taylor & Son Dallas, Tex... 27, 080 
Texas Cotton Trading Co do Ne | 675 
Textiles & Machinery Corp ; Memphis, Tenn 178 
Thompson Cotton Co Beverly Hills, Calif 2, 352 
J. 8. Tissington Muscogee, Okla ; 2, 393 
Toyo Cotton Co__.-- Dallas, Tex 34, 998 
Toyo Mohan Cotten Co., Inc . : | El Paso, Tex 2, 693 
George H. Traylor, Jr : | Lubbock, Tex.- : 1, 000 
H. E. Vaughan & Co Dallas, Tex 33, 051 
Volkart Bros., Inc Pasadena, Calif 5, 848 
Do Memphis, Tenn 18, 610 

Do New Orleans, La 72, OO1 

Do Dallas, Tex 3, 294 
Dudley S. Weaver & Co Memphis, Tenn 3 18. 301 
Weil Bros.-Cotton, Inc Montgomery, Ala R4. 3RR 
Do = Fresno, Cali 5, 047 

Do Memphis, Tenn 19, 813 

Do Houston, Tex 27, 276 
Wetenkamp & Gildhart Memphis, Ten 500 
S. Y. West & Co do 7, 533 
T. J. White & Co | do 1, 868 
Williams Cotton Co | do 12, 852 
Floyd Willis & Co Dallas, Tex 4,419 
N. EF. Wilson | Shreveport, La 303 
W. R. Wilson & Co Greenville, Tex 1, 068 
Tom Wood = | Lamesa, Tex 1, 295 
Yarbrough & Co | Jackson, Miss 3, 530 
C. L. Andrews Cotton Co Memphis, Tenn 150 
Austin Bros. Co lo 1, 000 
Cheshire, Sullivan & Canaday, Inc Charleston, 8. C 1, 422 
Evans & Co | Houston, Tex jm 176 

j 

I Blethen cc snichetientihc isaac vets deelieactban'psek epsaousilasist 5, 331, 185 


Mr. Wurrren. I would like for the record to show, too, how much 
payments you have made by reason of this reclassification. You 
will recall you said you could not reclassify prior to sale but immedi- 
ately after these companies bought, you found you could and made 
these rebates to them. 


(The information referred to is as follows: ) 


On May 17 and 31, 1957, the Department furnished the House Appropriations 
Committee staff with tabulations containing an analysis of the refunds made by 
reason of reweight and reclassification for all cotton sold under the special export 
program (1 million bales) and for 4,021,061 bales for which final settlements had 
been made under the 1956-57 cotton export program through April 1957. Similar 
data for the balance of cotton sold under the 1956-57 export program and cotton 
sold under the 1957—58 export program for which final settlements have been made 
is currently being prepared and will be furnished to the House Appropriations 


Committee staff as soon as itis available. In view of the large volume of sales, the 
preparation of a summary of the data contained in the final settlements for each 


purchaser will involve a considerable volume of work and will require some time 
to complete. 

There follows two tabulations which show by months, from January 1956, 
through December 1957, the number of bales sold under the cotton export pro- 


grams and the total refunds made on weight and grade settlements 
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UpLANpD CotTrron Export SALES 


Schedule of refunds made on weight and grade settlements and adjustments on short 
rejected bales for the period April 1956 through Dec. 31, 195? 


| 




















| Com- 
Number | Average | puted Total 
Month and year of | price proceeds | Value of adjustment 
rejected | per | on | refunds reported 
| bales bale! | rejected | in form 3 
| bales 
; | | | 
1956—A pril_- ; 82 $113. 61 $9, 316 $653, 459 | $662, 775 
May.... ‘ sid 171 | 125.73 | 21,500 1, 041, 269 1, 062, 769 
June....... a : dike 273 | 108. 16 | 29, 528 2, 850,023 | 2, 879, 551 
1956—July : ; 145. 48 | | (871, 407) 2 (871, 407) 
August ‘ : : ; 1, 748 138.90 | 242,797 1, 894, 489 | 2, 137, 286 
September ; a 493 | 128. 42 63, 311 2, 558, 389 2, 621, 700 
October... ¥ : i 250 | 131. 27 32, 818 | 4, 651, 167 | 4, 683, 985 
November. autiec namin 554 129. 89 71, 959 13, 383, 750 13, 454, 709 
December - ie ins 108 120. 92 13, 059 7, 154,078 7, 167, 137 
1957—January . -_._- 7 | 421 130. 21 54, 819 11, 942, 846 | 11, 997, 665 
February-._- 142 132. 74 18, 849 6, 590, 361 | 6, 609, 210 
March ‘ 9 135.11 | 1, 216 7, 721, 609 7, 722, 825 
April 228 138. 87 31, 663 8, 070, 888 
May...- | 402 | 131. 93 53, 036 6, 723, 893 
June i 482 | 125. 80 60, 635 18, 107, 191 
1957—July | 15 | 119. 74 1, 796 1, 083, 250 
August | 117 | 118.46 13, 860 7, 435, 638 
September . 187 | 123. 97 23, 182 ’ 6, 696, 346 
October - | 1, 623 104. 41 169, 457 | 7, 268, 736 
November ia’ ts = 598 111. 49 66, 671 | 9, 777, 570 9, 844, 241 
December : | 22 121. 67 2,677 10, 943, 491 10, 946, 168 
Total J | wine | 982, 149 135, 677, 036 136, 659, 185 
| 
! Computed price based upon the previous months gross proceeds from sales before adjustments were 


made 
? Reverse entry to correct June 30, 1956, closing report 
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CLASSIFYING OF COTTON 


Mr. Wuirren. I am of the opinion that your reclassification of 
much of this cotton is a reflection on the classing services. I realize 
that for some of it you have some arguments about the length of 
time. I am told practically all this cotton moved out of the hands 
of the purchaser at grades equal to or better than your first class. 
It has been testified to me by folks who should know that, notwith- 
standing the fact you have reclassed it and paid these large sums to 
big international cotton firms, they in turn sold the cotton in world 
trade at grades beyond the first grade you gave them. 

I would like to know if the De »pertment has made any investigation 
as to the basis on which this cotton was sold. You may sell it in 
world trade on a different description. 

[ would like to know on a comparative basis. If the Department 
does not know, I would like to insist that we set aside some money 
for you to make a study, because this whole story is not one that 
looks good. 

After you sold this cotton on a competitive bid basis by going in 
there and classing it down and paying out this rebate to these pur- 
chasers, the largest purchasers being international, it makes one 
wonder whether you should not follow it up to determine whether we 
should not prohibit any reclassing in the future. 

As you rec call, I wi anted itona sample basis where the buver could 
see what he is getting and that ended it. I am still of the opinion that 
that would be much more sound. 


LUTHORITY TO INCREASE ACREAGE ALLOTMENTS 


Now, as vou recall, Mr. McLain, | spent a great deal of time with 
vou and the Secretary in an effort to convince you. Having sold all 
this cotton in the world market at competitive prices at the instance 
of this committee, and having gone to all the trouble trving to regain 
world markets, | felt it important to prevent the situation which we 
had before. At one time we had an export embarge against any 
cotton leaving the country. 

In view of the tremendous signup the cotton farmers had made and 
in view of their action of the Congress in appropriating additional 
money so as to treat them all alike, I pointed out that I felt the 
Department should recommend the legislation which I introduced, 
which would authorize the Department to sell back some of this over- 
signed-up acreage for dollars, to farmers in a county where they 
wished to farm it. 

At that time you had not reached any conclusion. So far as I know 
vou still have not reached one. 

I would like at this point in the record to have the part of the 
Agriculture Adjustment Act, which sets up the authority of the 
Secretary to increase acreage. 

It is my interpretation of that act that the Secrets ry has authority 
in view of the tight supply situation, to increase it. I realize that he 
has taken a different view, but I would like the record to carry that 
language at this point. 


8 
: 
i 
i 
} 
f 
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The authority referred to is as follows:) 


The authority of the Secretary to increase acreage is contained in section 371 
of the Agricultural Adjustment Act of 1938, as amended, as follows: 

“(a) If at any time the Secretary has reason to believe that in the case of corn, 
wheat, cotton, rice, peanuts, or tobacco the operation of farm marketing quotas 
in effect will cause the amount of such commodity which is free of marketing 
restrictions to be less than the normal supply for the marketing year for the 
commodity then current, he shall cause an immediate investigation to be made 
with respect thereto. In the course of such investigation due notice and opportu- 
nity for hearing shall be given to interested persons. If upon the basis of such 
investigation the Secretary finds the existence of such fact, he shall proclaim the 
same forthwith. He shall also in such proclamation specify such increase in, 
or termination of, existing quotas as he finds, on the basis of such investigation, 
is necessary to make the amount of such commodity which is free of marketing 
restrictions equal the normal supply. 

‘*(b) If the Secretary has reason to believe that, because of a national emerrency 
or because of a material increase in export demand, any national acreage allot- 
ment for corn or any national marketing quota or acreage allotment for wheat, 
cotton, rice, peanuts, or tobacco should be increased or terminated, he shall cause 


l€ 





an immediate investigation to be made to determine whether the increase or termi- 
nation is necessary in order to effect the declared policy of this Act or to meet 
such emergency or increase in export demand. If, on the basis of such investi- 
gation, the Secretary finds that such increase or termination is necessary, he shall 
immediately proclaim such finding (and if he finds an increase is necessary, the 
amount of the increase found by him to be necessary) and thereupon such quota 
or allotment shall be increased, or shall terminate, as the case may be. 

“‘(c) In ease any national marketing quota or acreage allotment for any com- 
modity is increased under this section, each farm marketing quota or acreage 
allotment for the commodity shall be increased in the same ratio.”’ 

Mr. Wuirtren. Have you any idea as to how much of this cotton 
we have sold on a competitive bid that is still in the hands of the 
buyer and has not moved in the trade or has not moved into the mills? 

Do you have any way of estimating that? 

Mr. Beracer. I don’t think we have. We would just take guesses 

; ‘ ; 
on it. It would not be anything factual or worthwhile. 


CLASSIFYING OF COTTON 


Mr. Wuirten. Have you made any study of your cotton classing 
service, in view ol this creat difference between what your own 
classing service first set and the lower class that they gave after these 
purchasers had gotten it? 

Have you made any study of your classing service? 

Mr. Bercer. Yes, we have. We made a review of that. 

Mr. Bracu. That is the AMS survey. It does not fall within the 
functions of the Commodity Stabilization Service. 

Mr. McLain. The study was made, though. 

Mr. Beacu. Yes. 

Mr. Wuirten. Could we have a copy of that report made available 
to us? 

(The report referred to is as follows:) 


RECLASSIFICATION OF CoTTON RESULTING IN SUBSTANTIAL REFUNDS 
TO PURCHASERS 


The regulations governing cotton classification for the past 40 years have 
always provided that the classification of all samples shall be on the basis of 
the official cotton standards of the United States. The instructions of the Cotton 
Division to all cotton classers provide that “no knowingly easy classing, no 
knowingly hard classing, nor any other deviation from the standards for any 
purpose is permissible.”’ The only way we can provide a cotton classing service 
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which has real value to farmers and merchants is to adhere as closely as humanly 
possible to the official standards. All classers employed by the Division are 
supervised through a strict and comprehensive supervision system so as to keep 
differences in classing between men and offices at a minimum. 

Differences in the classification of bales at the time of entering the Commodity 
Credit Corporation (CCC) loan program and at the time of reclassification when 
the bales are sold by CCC may result from a number of different factors. Some 
of the more important of these are as follows: (a) changes in color and other 
quality factors of the cotton while in storage; (b) variations in the cotton itself; 
(c) variations in classing from time to time as a result of the human element; 
(d) culling of loan stocks through selective purchase of bales by cotton buyers; 

oceasional clerical errors on the part of Division employees; and (f) oceasional 
errors at the gin or warehouse in the identification of bales at the time of sampling 

Probably the most important factor contributing to lower grades assigned 


bales on reclassification for sale purposes is the deterioration of color and quality 
factors while in storage. 


\¢ 


The Cotton Division found long ago that color change in cotton is a serious 
problem in standardization. Color therefore became one of the earliest subjects 
for study when laboratory facilities were expanded in 1927-28. In 1933, after an 
instrument had been designed to measure cotton color, the first of several reports 
on color stability was published. Today, by means of the 


Nickerson-Hunter 
Cotton Colorimeter, an electronic, 


automatic, self-standardizing instrument 
recently developed for this work, color has become one of the few cotton quality 


factors we are able to measure quickly, easily, and accurately. Consequently, 
there has been much information accumulated concerning the amount, kind, and 
rate of color change of cotton during storage. From tests on thousands of cottons 
it is known that under usual conditions of storage cotton will develop a deeper 
yellow color the longer they are stored; there will be more increase in color in high 
grade cotton than in low grades and more increase in white, spotted, and ti 


nged 
grades than in gray grades; and that cottons in cool, dry storage will change 
more slowly than similar cottons in hot, humid storage. It is not unusual for 
cottons that 


measure white when put into storage to measure spotted, sometimes 
even tinged, when withdrawn from storage. 

A storage study now underway concerns a series of grade standards held at 
different humidities and temperatures, and examined periodically for evidence of 
change. Included in the study are paired sets at 50, 70, and 100° F., one of each 
pair at low humidity (50 percent) and the other at high humidity (85 to 90 per- 
cent). Significant color change has been found in some of these sets even after 6 
months of storage, the change being greater under the higher temperatures, and 
under the higher humidity at each temperature. Color change for the paired sets 
stored at 100° is illustrated in the grade diagrams of figure 1. These changes are 
for samples stored hardly more than 1 year, results for low humidity at the 
left, for high humidity at the right. 

To illustrate the dollar values involved in such changes during 
for (500-pound bales, based on 1956-57 average spot quotations for 
are entered for corresponding grades in the diagram in figure 2. For example, 
the average 1956-57 price for Good Middling, 1l-inch cotton is shown at $172 per 
bale. When a bale of such cotton changes in storage to the color of Good Mid- 
dling Spotted, the value is $150 per bale, and after a change to Good Middling 
Tinge, it is $128. The very considerable changes under storage 


that figure 1 
shows are possible may be translated into dollar differences by reference to 
figure 2. 


storage, prices 
l-inch cottons) 


As evidence of the extensive discoloration process and other deterioration 
of quality factors in cotton sold by CCC we are attaching an excerpt from material 
presented by domestic cotton spinners to the National Cotton Council as a basis 
for their resolutions for 1957, exhibit 1. 

A further evidence that a large proportion of the cotton sold by CCC under 
its export sales announcements was colored or otherwise of lower qualities was 
the fact that prices of these qualities of cotton were pushed down in relation to the 
base quality (Middling 1 inch) after CCC stocks become available for export sales. 
Average prices for the spotted and tinged grades in the 1956-57 season were lower 
in comparison with the base price than for any season since 1949-50. 

Evidence is conclusive that there is a substantial variation in the quality 
of cotton not only from bale to bale from the same field but within bales. This 
means that successive samples from the same bale may properly show differences 
in classification. All Division classers are instructed to class samples strictly in 
accordance with the official standards regardless of any classification that may have 
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been previously placed on the bale on the basis of a different sample. Care is 
exercised to avoid clerical errors in classing offices, and it is believed that these are 
relatively few. Cotton samplers are given detailed written instructions and are 
inspected as often as possible to keep sampling errors and irregularities to a 
minimum. 

There are many methods of evaluating cotton; by classing, by laboratory 
techniques, and from spinning results. By far the most commonly used, the 
cheapest and perhaps even the best, is the evaluation made by classers. This 
method, however, is a subiective evaluation made to a very fine degree, i. e., 
judging uneven fibers to a 32d of an inch by inspection, and is not fully repeatable 
Thus second classification of any lot of cotton will show up certain variations, and 
with variations in class it is possible to select out desirable bales in each stage of 
merchandising. 

In deciding which bales to put under loan, farmers as a general rule select bales 
that are not readily salable or bales that thev think may have been overclassed 
In addition, farmers are given a definite advantage in the loan program in that 
they are permitted to select for review classification any bales desired. This 
means that they may take advantage of errors of underelassing and let stand 
errors of overclassing. The fact that thev do take advantage of this situation is 
shown by the results of reviews which indicate many more bales raised on review 
than lowered. 

Once bales are taken into the loan, the culling process by cotton buvers begins 
Cotton buyers seek out and purchase from farmers bales of more desirable qualities 
and bales that may have been underclassed at the time of entering the loan 
Loan cotton is subjected to continual culling so that bales of undesirable qualities 
and bales with mistakes in classing on the easy side tend to be perpetuated in 
stocks The culling of stocks of cotton to remove those bales most advantageous 
to the receiver or buyer is not peculiar to CCC loan stocks. This problem exists in 
most every situation where a person handling cotton has the opportunity to cull 
Cotton futures exchanges in 1956 placed a penalty on cotton remaining under 
certification for delivery on futures for more than 12 months. One of the primary 
purposes of the penalty was to discourage leaving bales under certification for 
long periods of time and thereby avoid a series of cullings that would result in an 
accumulation of low quality bales in futures stocks. 

We undertake to employ the best qualified classers available on a seasonal basis 
and supervise their work with thoroughly trained and experienced permanent 
workers. In addition to local classing supervision, central supervision of all 


offices is maintained on a daily basis. Each classer has samples taken from him 
at random during the day and these samples are classed the same day by his 
supervisor \ part of these samples are then sent to a central supervisory board 


in Memphis and are used by that board in adjusting any deviations from the 
standards found for any of the classing officers throughout the belt. 

In establishing standards and in classification the latest laboratory devices are 
used to maintain the same level of classing. Whenever practicable the central 
supervisory board in Memphis uses laboratory devices as an aid in verifying its 
determinations of cotton quality. Among such devices used are the colorimeter 
for color of cotton, the fibrograph for length of staple, and the micronaire instru- 
ment for character. In addition, periodic comparisons of different kinds of 
classing (Smith-Doxey, form A, futures, etc.) are made to see that all are on the 
same level. 

During the past several years special efforts and studies have been inaugurated 
to insure that the classing of all samples, regardless of type of service, will be on 
the same level and as accurate in terms of the official standards as humanly possi- 
ble. While we will be the first to admit that variations in classing still occur due 
to various factors discussed in this memorandum, we firmly believe that the ac- 
curacy of classification by classers employed by the Department compares favor- 
ably with that of any group of classers in this country. 

The above paragraphs indicate that the many factors to be considered tend to 
result in lower classification after cotton has been in storage for some time. The 
refunds mentioned in the report of $46 million on 4,268,000 bales means an average 
reduction in value of $10.77 per bale. It should be noted that a reduction on 
present loan differences, from Middling 1 inch to Middling Spotted 1 inch amounts 
to 5.75 cents per pound or $28.75 per bale. Thus the average loss is substantially 
less than one-half of such a reduction from white to spotted. 
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Figure 2.—Price per bale to nearest dollar, based on 1956-57 average spot quotae 
tions for l-inch cottons. 
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Exutrpir 1 


The following is an excerpt from material presented by the 
Manufacturers Association to the National Cotton Council as a basis for the 
resolution by that body in its 1957 meeting. This material seems significant in 
regard to the question raised in connection with reclassification of cotton loan 
stocks: 

‘The Government sales program inaugurated last spring placed in the mills 
considerable quantities of cotton from the CCC stocks and afforded the mills an 
opportunity to examine in large quantities and first hand the nature of this cotton 
coming out of storage. Extensive discoloration of this cotton from some areas 
has been noted and it is even more disturbing to find that there has been excessive 
deterioration in the length and breaking strength of large quantities of this cotton. 
It is now well known that the Commodity Credit Corporation has paid tremendous 
claims for the deterioration in quality of this cotton when it was reclassed by them, 
but even considering the reduced class many mills have found this cotton highly 
unsatisfactory from a spinning standpoint. As a result everyone in the cotton 


trade is suffering a double loss, first as taxpayers and second in our competitive 
position with syntheties.”’ 


American Cotton 


Mr. Wurrren. The other thing, | was wondering what action the 
committee might take along this line. It is my information that in 
many of the mills, due to putting in better types of cleaners, dryers, 
bleachers, or whatever it is, different equipment, the present class of 
cotton is not responsive to its use. For that reason a further study 
should be made as to whether your classing should not be changed. 

Now, in my section of the country there is great complaint because 
up until this year spotted cotton had been classed at a given grade 
which led to price supports at a certain level. This year, because of 
change in the classing, cotton with spots was downgraded to the point 
that it resulted in a price support loss to the farmer of approximately 
$30 a bale. 

Are you familiar with that? 

Mr. McLain. Yes, sir. 

Mr. WuittE N. What was the occasion for that change in the De- 
partment’s policy‘ 

Mr. McLain. I am acquainted with the complaint because I have 
seen some letters on it, but I think the people that are familiar with 
why, ought to respond to this and we will put it in the record. I donot 
feel capable of doing it myself, Mr. Whitten, but we will be glad to 
furnish it for the record and for you personally. 

(The following information was subsequently supplied: ) 

There has been no change in the cotton standards since 1953. During all of this 
period the classers have been operating under instructions to class strictly against 
such standards. 

Mr. Wuirren. That is all on a general basis. 


Mr. Marshall. 


DISPOSITION OF COMMODITY CREDIT STOCKS 


Mr. MarsHauu. Mr. Secretary and gentlemen, we would like to 
have placed in the record a table that would show the disposal of the 
Commodity Credit stocks upon the domestic market, showing, in the 
various categories, the inventory value and the amount received and 
whether it was sold at a profit or loss. 

Mr. McLain. Yes. 

(The table referred to is as follows:) 








Domestic dispositions ofp 


Fiscal year 1953 
Sales.for dollars 


Sales to other Government agencies 


Donations 
Total 


Fiscal year 1954 
Sales for dollars 
Sales to other Government agencie 


Donations 





Fiscal year 195 
; for dollars 


s to other Governn 





Donations 











enci 
Total 
year 1957 
les for dollars 
Sales to other Governme neic 
Donation 
Lota 
Fiscal year 1958 throu D> 19 
Sales for dollars 
Sales to other Governme vencic 
Donations 
To 
all year 
les for dollar 
Sales to other Governin ta rot 


Donations 


ice-8 ipporl commodilie 
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by fiscal 


Dec. 31, 1957 


{In thousands] 


$257, 859 
50, 151 
"Fh 

752 

308, 762 
694, 802 
66, 395 
Onn 


vu, 392 
43,111 


203, 628 


802, 131 

44, 270 
4167 
s2¢ 

787.0 


SHO, 450 


SS. 5H 





219. 011 
168, 00 

77, 029 

Sy. 190 

(, 7h 
166, YT 

Gg 9 
14,8 

HUY ( 

$ 204. 38K 


jears, July 1 


Proceeds 


Qo 


724 
v19 


, 643 


~ 
x 


674 





rain 


168 





OS+4 


607 


LS6 
912 
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COMMODITY SUPPORT LEVEL, SUPPORT PRICE AND PRODUCTION 


Mr. MarsHatu. Also, how many commodities do we have direct 
price supports for? 

Mr. McLain. We have the basics and all the feed grains and oil 
seeds, honey and tung nuts, dairy products, which is not a basic, 
in No. 17 I think it is. 

Mr. MARSHALL. Since there is always quite a lot of discussion as to 
the effect of lowering price support, | am wondering if it might not 
be possible to place in the record the production of these commodities 
at the time that the price support was lowered and what the experience 
was in ordering that price support, say at the time and thereafter. 
That should give a person an opportunity to 

Mr. McLarty. We will be glad if you tell us what years you want. 

Mr. Marsuarnt. Well, you have various times that you have 
lowered price supports. 

Taking the production of that year and then the year following and 
see what the production was. 

Mr. McLain. We will be glad to do so. You indicated—wheat for 
instance, we lowered the price support to $2. What was the year 
before. It was over $2. You just tell us which years you want and 
we will be glad to furnish the record. 

Mr. Marsnauy. You did not lower the price support on these com- 
modities all the same year? 

Mr. McLain. No, that is right. 

Mr. Marsuaryi. And what I was requesting would be the first time 
they were reduced. 

Mr. McLain. All right. 

Mr. MarsHauy. Then what the experience was after a year. 

Mr. MeLarn. We will be glad to furnish that. 

It will be different for different commodities. 

Mr. Marswauy. That is right. And that with varying supports. 

Mr. McLarn. Yes. 


(The information referred to is as follows:) 
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STATE ADMINISTRATION OF ACREAGE RESERVE PROGRAM 


Mr. Marsuati. Now, if I understood you, talking with the chair- 
man a moment ago about this acreage reserve, some States followed 
the Federal Register and others, as I understood you, will scale back 
the payments. 

Mr. McLain. Mr. Manwaring, do you want to comment on what 
States 

Mr. Manwarina. All States except Minnesota agreed to stay on 
the first-come, first-served basis. Minnesota decided to scale back 
under present legislation and the present appropriation. 

Mr. Marsa. So you will have a situation where you will have 
lowa on one basis and Minnesota on a different basis. 

Mr. McLarn. Of course, now most everybody will be taken care 
of so it won’t make a great deal of difference 

Mr. Marsnary. That will be providing that the State share is 
within the additional $250 million 

Mr. McLain. That is right. 

Mr. MarsuHatyt. What will happen with a State like Iowa for ex- 
ample, if they now exceed their share? 

Mr. McLarn. They will just get their pro rata share. 

If the $300 million we could use for corn isn’t ample, there will be 
some that won’t be able to participate. 

Mr. MarswHauu. Then will you scale the payments in Iowa if you 
are slightly over? 

Mr. McLain. No. Under the policy there following these other 
States they will use the amount of funds they have to take care of all 
the can up to the amount of money we finally give them. Of course, 
it will be prorated to all participants on the basis of the amount of 
that we have and we hope it will be 100 percent. 

Mr. MarsHauu. | think I can understand the situation all right, for 
example, use lowa since it is in that category. 

Say you have allotted to lowa the share of the additional $250 
million. Suppose that is not enough. 

Will that mean on a first-come, first-served basis that there will be 
be someone who will be out? 

Mr. McLain. That is right. 

Mr. MarsHautu. Just directly out. There is no scaling. 

Mr. McLain. That is right. We hope that the withdrawal oppor- 
tunity we have given in this press release will offset that. 

Mr. MarsuHaty. That can lead to some difficulty if 2 farmers 
happen to sign up just exactly at the same time, | in and 1 out. 

Mr. McLarin. Well, again, we have great confidence in our State 
and county committees and this was not decided on a spur of the 
moment basis. It was decided with pretty thorough checking with 
the county committees and the fact is when the Texas State com- 
mittee, which is our largest State as far as cotton is concerned, found 
out that we were even thinking of prorating this, they just really 
blew their top and we had some people on the House Agriculture 
Committee that did likewise. 

So this is not all one-sided. I want the record to show that. Even 
in Congress 

Mr. Wuirren. Would the gentleman yield? 

Mr. MarsHauu. Yes 
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Mr. Wuitren. May I| say again that it is not a matter of personal 
opinion, on the part of any individual Member of Congress, or any- 
body in Texas, or anyone elsewhere. You have to look back to the 
basic law that says each farmer is entitled to the fair and equitable 
opportunity to participate. 

The Department took the view that those who got in first could get 
it all and those who did not get in would get none and that that 
constituted a fair and equitable opportunity to participate. 

I take the view as a lawyer that that does not meet the requirements 
of that law. Involved in it again is what is a fair and equitable oppor- 
tunity to participate. It is not a case of you trying to please me or 
trying to please any other Member of Congress. 

The question involved is, What does the law require? You did 
agree, I believe, in the earlier hearing that, at the time we had our 
hearings you had authority to scale back payments or scale back 
acreage, to get everybody who tried to sign up at the proper time the 
same treatment. It was after the Department refused to affirmatively 
require that by the State committees that the committee and Congress 
provided extra money for those who signed or attempted to sign. 

Mr. McLain. I agree that is part of the record, but 1 want to point 
out that there were some members of the House Agriculture Com- 
mittee who disagreed with the philosophy. They felt the other way. 
It just happened and we just had to face up to it as administrators 
I just wanted that part of the record 


ACREAGE RESERVE FOR CORN 


Mr. Marsuauu. Mr. Secretary, | would like to have placed in the 
record any administrative rulings which you have put into effect this 
last year which would have tightened the regulations in connection 
with corn and acreage reserve. 

Mr. McLain. All right. 

Mr. Marsuaut. If you have tightened it up any way. 

Mr. McLain. We have a total allotment for feed 
tightened it up considerably. 

We will be glad to do that. 

Mr. MarsHatu. We want that placed in the record. 

Mr. McLain. Yes. 


(The information referred to is as follows: ) 


grain which 


1958 ACREAGE RESERVE PROGRAM 


Excerpts from the regulations under the Soil Bank Act that were made effective 
or changed for the 1958 crops and that put additional restrictions on farms 
participating in the acreage reserve. 

**$ 485.308 Maximum acreage limitations on extent of participation. Participa- 
tion with respect to any farm shall be subject to the following maximum acreage 
limitations: 

“‘(a) The acreage placed in the acreage reserve for any commodity may not 
exceed the farm allotment for the commodity. 

““(b) The acreage placed in the acreage reserve for all commodities on the farm 
may not exceed the farm soil bank base less the number of acres in the conserva- 
tion reserve at the regular rate: Provided, That, in the case of any farm which 
during 1957 participated in both the acreage reserve and the conservation reserve 
programs, the acreage placed in the 1958 acreage reserve may not exceed the sum 
of (1) the acreage permitted to be devoted to soil bank base crops under the 
conservation reserve contract, plus (2) the acreage placed in the 1957 acreage 
reserve. 








Se 
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““(c) In the case of spring wheat, the acreage placed in the acreage reserve may 
not exceed the farm allotment less (1) the number of acres, if any, on the farm 
placed in the acreage reserve under an agreement covering winter wheat, and 
(2) the number of acres, if any, planted to wheat in the fall of 1957 on land on 
the farm (excluding the number of acres planted on any such acreage reserve). 

““(d) Any other limitations specified in the supplement covering the particular 
commodity. 

**§$ 485.313 Farm soil bank base—(a) General. A soil bank base shall be es- 
tablished for each farm on which land is placed in the acreage reserve. If a 
soil bank base has been established for a farm under an existing Conservation 
Reserve Contract, such established base shall also be used for purposes of the 
acreage reserve program. It shall be the responsibility of the farm operator to 
furnish to the county committee the information needed from him to establish 
the farm soil bank base. 

“(b) Soil bank base pe ‘od and a Ljustme nis in base. (1) Except as pr vided 
in subparagraph (2) of this paragraph, the soil bank base for the farm shall be 
the average acreage of land devoted to soil bank base crops during the years 
1956 and 1957, subject to (i) adjustment by the county committee where neces- 
sary to make due allowance for abnormal weather conditions to the extent that 
such abnormal! weather conditions affected the acreage of such crops during 
such period, (ii) such downward adjustment of 1957 crop acreages as is neces- 
sary to eliminate any soil bank base acreage credit for new land brought into 
the production of soil bank base crops after December 31, 1956, to the extent 
that such new land is not offset by the retirement of cropland on the farm to 


noncropland, and (iii) such downward adiustment as may be necessary to elim- 
inate soil bank base acreage credit resulting from considering the 1956 or 1957 
acreage reserve as being devoted to a crop of the commodity covered by the 


agreement in cases where the soil bank base acreage credit thus given would, 
if not adjusted, result in increasing the soil bank base acreage above the acreage 
which would have been grown on the farm in 1956 or 1957 in the absence of 
participation in the acreage reserve program. The soil bank base established 
hereunder may provide different acreages for alternate years when necessary 
to reflect an established summer fallow rotation system, provided the average of 
the acreages for such alternate years shall equal the acreage as determined above 

(2) If the soil bank base established as provided in subparagraph (1) of this 
paragraph is less than the sum of the 1957 ‘old farm’ allotments for all com- 
modities, the soil bank base so determined shall be subject to upward adjust- 
ment as follows: If the 1956 or 1957 acreage devoted to a commodity (includ- 
ing acreage placed in the acreage reserve) is less than the respective 1956 or 
1957 allotment for such commodity but is not less than 90 percent of such allot- 
ment, the 1956 or 1957 acreage devoted to the commodity shall be increased to 
equal the respective 1956 or 1957 allotment: Provided, That the resulting ad- 
justed soil bank base shall not exceed the sum of the 1957 ‘old farm’ allotments 
for the farm. 

““(c) Soil bank base crops. The soil bank base crops shall consist of all crops 
produced for harvest on the farm other than (1) annual grasses pastured or cut 
for hay or ensilage, provided a crop of seed or grain was not harvested from such 





grasses, (2) biennial legumes, (3) perennial grasses and legumes, (4) annual 
legumes except soybeans, cowpeas, peanuts, field and canning peas, and field 
and canning beans, (5) land devoted to a garden primarily for home consumption, 


and (6) orchards, vineyards, small fruits, and nursery stocks. 
“Tf the farm was entered in the 1956 or 1957 acreage reserve program, the smaller 
of (i) the number of acres which the producer agreed to place in the acreage 


reserve, or (ii) the number of acres by which the commodity was reduced below 
the farm allotment (or soil bank corn base in the case of 1956 corn agreements) 
shall be considered as being devoted to a crop of the commodity covered by the 
agreement and shall be included in determining the soil bank base: Provided, 
That if the amount of the reduction below the allotment, in the case of 1957 
agreements, has not been determined at the time the farm soil bank base is estab- 
lished, the number of acres included in determining the base shall be that which 
the producers agreed to place in the acreage reserve. 

““(d) Notice of soil bank base. The operator of each farm for which a soil bank 
base is established shall be given written notice of the amount of the soil bank 
base established for the farm unless the farm is covered by a Conservation Re- 
serve Contract. Appeals from the soil bank base established for a farm shall be 
governed by § 485.332 





L 
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““(e) Correction of errors. Prior to the approval of an agreement, the county 
committee may correct any error made in establishing the soil bank base. After 
the agreement is approved and signed by the county committee, a downward 
adjustment shall not be made if the county committee determines that the pro- 
ducer had no reason to know of the error. 

“If the county committee determines that the producer had reason to know 
that the farm soil bank base was in error, the farm soil bank base shall be the 
corrected farm soil bank base. In such case, the agreement filed shall be deemed 
terminated. However, a new agreement may be filed within 15 days after the 
mailing date shown on the notice of the corrected farm soil bank base mailed to 
the farm operator. 

““(f) Permitted acreage of soil bank base crops. (1) Except as provided in sub- 
paragraph (2) of this paragraph, the permitted acreage of soil bank base crops shall 
be the farm soil bank base less the number of acres placed in the acreage reserve 
under all 1958 agreements for the farm and less the number of acres in the con- 
servation reserve at the regular rate. 

‘“*(2) In the case of farms which during 1957 participated in both the acreage 
reserve program and the conservation reserve program, the permitted acreage of 
soil bank base crops shall be the farm soil bank base less the number of acres in 
the conservation reserve at the regular rate and less any amount by which the 
number of acres placed under 1958 acreage reserve agreements exceeds the num- 
ber of acres placed under 1957 acreage reserve agreements. 

““(g) Notice to farm operator. The farm operator shall be given written notice 
of the number of acres planted to soil bank base crops on the farm in excess of the 
permitted acreage. 

**(h) Effect of failure to dispose of acreage in excess of that permitted. The d 
position of acreage in excess of that permitted shall be in such manner that 
part of the acreage can be harvested and shall be in accordance with the conditions 
set forth in such notice. The producer must, not later than the final date for 
disposition specified in such notice, notify the office of the county committee that 
he has disposed of the acreage in excess of that permitted for harvest and pay the 
cost of determining the adjusted acreage. If the acreage in excess of that per- 
mitted is not so disposed of, the agreement shall not be deemed violated, but the 
following provisions of this paragraph shall apply: 

““(1) If the permitted acreage of soil bank base crops is zero, the producer shall 
not be entitled to any compensation under the agreement if he fails to dispose of 
all acreages planted to soil bank base crops. 

‘““(2) If the permitted acreage of soil bank base crops is more than zero the 
producer shall not be entitled to any compensation under the agreement if the 
final acreage of soil bank base crops exceeds the permitted acreage of such crops 
by more than one acre or three percent, whichever is larger. 

(3) If the permitted acreage of soil bank base crops is more than zero, and 
the final acreage of soil bank base crops exceeds the permitted acreage of such 
crops by not more than one acre or three percent, whichever is larger, the acreage 
otherwise eligible for compensation shall be reduced by the amount of such excess. 
If two or more agreements are in effect for a farm, any excess soil bank base 
acreage for which a reduction is to be made shall be apportioned among the 
agreements in the proportion that the acreage otherwise eligible for compensa- 
tion under each agreement bears to the total acreage otherwise eligible for com- 
pensation under all agreements. 

‘“‘(4) If the farm operator is not given timely notice as to the correet number 
of acres planted to soil bank base crops in excess of that permitted, and the 
county committee determines that the producer made a reasonable effort, through 
measurement or otherwise, to dispose of the acreage in excess of that permitted, 
the acreage otherwise eligible for compensation shall not be reduced because of 
the failure to dispose of such acreage. 

“*8 485.319 Additional provisions relating to tenants and sharecroppers. * * * 
(c) (1) In the case of a change in ownership of a farm, if the land was previously 
farmed by a tenant or sharecropper, an agreement shall not be approved for the 
new owner for at least one year after the change in ownership, unless the land is 
continued to be farmed by a tenant or sharecropper, or the county committee 
determines that the new owner would normally farm the land without a tenant 
or sharecropper. 

(2) In addition to the grounds for not approving an agreement specified 
paragraph (a) of this section or in subparagraph (1) of this paragraph, the county 


committee shall disapprove an agreement where such action is for any other rea- 


son determined by the county committee to be necessary in order to protect the 
interest of the tenants and sharecroppers. 


lS- 
' 
I 
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=o 158.307 Agreement not to be approved if reduction would occur without Soil 
Bank. The county committee shall not approve an agreement for any farm if 
the county committee determines that the reduction in the acreage of the com- 
modity involved would occur even in the absence of participation in the acreage 
reserve program. 

*$ 485.328 Schemes or devices to defeat purposes of agreement No producer 
entering into an agreement with the Secretary hereunder shall employ any scheme 
or device which would tend to defeat the purpose of the agreement. It shall be 
considered a scheme or device to defeat the purpose of the agreement for a pro- 
ducer having an agreement for a commodity on one farm to exceed the allotment 
for the commodity on another farm if he knowingly exceeds by a substantial 
amount the acreage normally devoted to the commodity on such farm. Such 
action shall constitute a scheme or device without regard to the fact that under 
the marketing quota régulations the producer thay market the production from 
15 acres of wheat without marketing quota penalty, or may harvest 30 acres of 
wheat pursuant to section 335 (f) of the Agricultural Adjustment Act of 1938, 
as amended. Effective with respect to agreements covering spring-planted com- 
modities, 4 producer shall be considered to have exceeded by a substantial amount 
the acreage normally devoted to a commodity on a farm if he has exceeded by 
more than ten (10) percent the larger of (1) the allotment. or (2 


devoted to the commodity on the fart in either of 


Mr. MarsHaui. Now, in connection with this acreage reserve as far 
as corn is concerned, you have in vour justification a list of the States 
and the total acreage allotments for commercial corn. 

Now, I notice that some of these States do not have the same coun- 
ties in the program as 1957 they had in 1955 

I would like to have a list of comparable counties placed in the record 
showing the planted corn acreage for 1955 as compared with 1957, 
not broken down by counties but by States but I want the counties 
comparable so that there is not 

Mr. McLarty. So that vou cot the same number of counties 

Mr. Marsuauu. The same counties within the State 

Mr. McLain. You wanted 1955 and 1957. 

Mr. MarsHauu. 1955 and 1957 planted 

Mr. Mclain. Ye 


The information referred to is as follows: 


the highest acreage 


the years 1956 or 1957.” 


acreage 





1957 comme? ul area (894 counties Planted acres. 19454 and 1947 
Thousands « icres 
State 19 957 Stat 105 1957 

Alabama 1S 471 Nebraska 6, 042 4, 373 
Arkansas 128 7 New Jersey 182 1K 
Delaware 172 147 North Carolin 1, 369 1, 181 
Georgia 617 iS4 North Dakota 112 105 
Illinois », 180 S, 368 Ohio st s, 180 
Indiana $, 941 4, 61¢ Pennsylvania 914 83 
Iowa 10, 799 10,199 | South Dakota 3, O70 » 93 
Kansa 1,175 905 rennessec 704 57( 
Kentucky 1, 346 1, 033 V irgini is] 60 
Maryland 159 402 West Virgin 2 24 
Michigan 1, 738 1, 588 Wisconsin 2, 183 2, 133 
Minnesota 5, 555 5, 661 

Missouri , 4 } O79 Tot 58, SRE 52.793 
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EXPORT COMPETITION OF FOREIGN COUNTRIES 


MARSHALL. A subcommittee of this committee made a trip 
last fall down into South America which we felt was a very worthwhile 
trip from the standpoint of the better knowledge which we gained. 


WHEAT EXPORTS TO PERI 


When we were in Peru, the Foreign Agricultural Service and the 
American Ambassador and point 4 people made arrangements for us 
to meet with a group of American businessmen. After we 
acquaintances, they asked if the businessmen had any questions 
which they would like to discuss and the very first question that was 
asked us was why we did not compete with Argentina in supplying 
wheat to Peru in competi itive price. 


Why didn’t we 


If you do not have that information place it in the record. 

Mr. McLarn. We will be glad to. 

| would say that our exports are the highest they have been, five 
hundred and forty some million bushels. With all the criticism we 
have had from people that we have been accused of taking the markets 
from, it is pretty hard for me to understand how anyone would say 
we were not competitive in any market. I just do not understand 
that. 

But we will look into Peru and see what the situation was. 

Mr. Marsuatu. As I reeall the time it was about last August. 

Mr. McLain. Were these traders that said this? 

Mr. MarsHauu. Yes; that is right. 

Mr. McLarn. Of course, you always recognize I am sure—Mr. 
Whitten pointed out a little while ago—that traders are interested i1 
buying things as reasonable as they can. If we had satisfied all the 
traders on price, it would be pretty difficult to do, as you recognize. 

Mr. Marsuauy. As I understood it, the American wheat exporters 
had a partial assurance of a sale and the Argentine came in and 
underbid it so that they lost a sale and these people were feeling since 
we have the stocks of Commodity Credit we ought to retain that 

Mr. McLain. Well, again the record I think is pretty good 
wheat 


Iné ade our 


sale 
for 


Of course, if there was some reason why we should have gotten this 
sale and did not get it we would try to find out. 

Mir. MarsHauu. That would be fine. 

Mr. McLain. Do we have some figures on Peru? 

Mr. Bracn. These are the wheat agreement sales for 1957-58. It 
shows the total sales that have been made to Peru were made by the 
United States, 565,000 bushels thus far. 

Mr. MeLaryn. Of course, that is only part of the sales. <A lot of our 
sales are outside the international wheat agreemet t. 

We will try to get the answer. 

Mr. Marsuary. | appreciate that 
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(The information referred to is as follows: ) 
STATEMENT ON WHEAT SALES—PER! 


The records of the Commercial Export Branch, Grain Division, CSS, reflect 
sales under the 1957-58 program year to Peru, through March 4, 1958, as follows: 


{Bushels] 


IWA 53¢ 


y 434 2s 935 Ht 169 
Non-IWA 1, 961, 867 102, 416 2, 064, 28 


In order to leave export trade in the hands of commercial businessmen, CCC 
does not engage directly in selling wheat to foreign buyers. Although it is the 
policy to enable commercial exporters to be competitive in all areas insofar as 
possible, it is not possible for CCC to exactly control delivered selling prices of 
wheat in Peru or in other individual importing countries. CCC does establish 
selling levels at United States ports, but variations in commercial ¢ xporte! 3’ costs 
and in ocean freights to various destinations, as well as importing countries’ ex- 
change policies, result in variations in delivered prices of wheat in different coun- 
tries. U.S. Hard Winter wheat is fully competitive with the bulk of wheat 
moving in world trade and generally is competitive with Argentine wheat in princi- 
pal world markets As an example, in the general period indicated by Mr. Mar 
shall (July 1957), Broom hall’ 








nternatinoal grain news service reported Argentine 
eo 


wheat ex-Southern ports at $1.97 delivered in the United Kingdom, whereas U. 8. 
No. 1 Hard Winter ex-gulf ports was con puted to be $1.92%. Currently, these 
same sources quote Argentine Southern wheat at $1.82% (old crop) and $1.88% 
(new crop) and U.S. Hard Winter wheat at $1.85%, cost and freight to the United 
Kingdom 
EVAPORATED MILK EXPORTS TO PHILIPPINES 
Mr. MIARSHALL. ow, the other day it was called tO my attention 


lot of evaporated milk to the Philippines. 
In the matter of a rood many years the Philippine market for eVvapo- 
rated milk has been all in the hands of the United States. 


The Dutch moved in and underbid us. 


that we have supplied a 


Now the result of that is that in 1957 we lost approximately 6 percent 
of our market for evaporated milk in the Philippines and the Nether 
lands increased theirs something like 60 percent over the preceding 
vear. 

What is the situation? 

Mr. McLain. Well, this gets us right into the problem we have been 
talki o about here on subsidy 
The Commodity Credit Corporation owns no evaporated milk. The 


only way we can take care of this problem is to put an export subsidy 


on evaporated milk. The pressure has been terrific to do it. The same 
people that have talked to you, Mr. Marshall, have talked to us, not 
only regarding porated milk but also dry, whole milk—the same 
way ‘ve do not oO nV Stocks Of that, 


We have this under review at the moment in the Department. We 
do not want to see markets we normally had get away from us. We 
are all agreed to that. The thing that we have got to weigh in this 
case is do we start off with the subsidy program for evaporated milk 


] 


and whole, dry milk when we do not have it in our inventory—and 
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you have just heard the comments here from your chairman 
we not. 

[t is just about that simple. 

Now if you have some advice or the committee has some advice on 
this, we would be glad to get it. This is what we are up against. 

I gathered here from your chairman that he was not too happy with 
the idea. 


or do 


We are satisfied that in this instance we are going to lose some of 
these markets that we have had because of discrepancy in the world 
price of evaporated milk itself so that the American producer of 
evaporated milk cannot any more meet that price. 

Mr. Marsnatu. As I understand it, the price of evaporated milk is 
in a distressed area. 

Mr. Martin. The world situation with all dairy products is in a 
bad way. 

Mr. MarsHauy. How does the domestic price of evaporated milk 
compare with the parity percentage at the present time; do you know? 

Mr. McLain. We can furnish it to you. I do not have it in my 
mind. It is considerable under parity, I am sure. 

(The information referred to is as follows:) 

There are no parity prices for evaporated milk or any other manufactured dairy 
product. Parity prices are computed for all milk sold wholesale and butterfat 
in farm-separated cream which prices are received by farmers. For adminis- 
trative purposes the Department computes a parity-equivalent price for manu- 
facturing milk which is based on the relationship between the prices received for 
manufacturing milk and all milk sold at wholesale in the most recent 10 years 

The average price received by farmers for manufacturing milk, published by the 
Department, is based on prices received by farmers for milk used in the manu- 
facture of evaporated milk, butter and byproducts, and American cheese. The 
price received by farmers for manufacturing milk in February was $3.28 per 
hundredweight for milk containing 3.84 percent butterfat. This is equal to 
$3.37 per hundredweight for milk containing 3.95 percent butterfat, the approxi- 
mate yearly average test, or 83 percent of the February parity equivalent price 
for manufacturing milk 

Mr. McLain. Of course, the problem is not that as much as it is 
that our domestic price is substantially above the world price. These 
other countries are moving in and taking the market that we normally 
have and the only way we can expect to hold it, of course, if we want 
to hold it, is to subsidize the exporter of evaporated milk. 

It is just that simple. 

Mr. MarsHauu. These people that talk to you no doubt are the 
same people that have talked to me. 

Mr. McLain. Yes, I am sure that they have. 

Mr. Marsnauyi. And they told me they were closing some of the 
evaporated milk plants in Pennsylvania because of the falling off 
market that they have for evaporated milk. 

Of course, in my area I do not know of a single solitary evaporated- 
milk plant. But we are a heavy producing dairy area. So that 
whatever affects the dairy market in one field has some relation to a 
dairy market over in another. 

Mr. McLain. You know if this plant closes that milk is going to 
something else. It is either going into butter, cheese, or something 
else. We will get it under price support. 

Mr. Marsuwa.u. If this evaporated milk is selling at the rate of 
parity that you are supporting dairy products 

Mr. McLain. It is pretty well in line with that. 
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Mr. Marsuaui. However, if they are selling below that, then ii 
would simply mean that the Piece by all means should be in 
there supporting and then you would have the product that would 
meet the compe tition 

Mr. McLain. You mean we ought to get in and support evaporated 
milk as such? 

Mr. MarsuHau. Personally, | would rather see you do that than | 
would to lose a market. Between the two alternatives, vou are losing 
a market now, are you not? 

Mr. McLain. Yes. Of course, there is a much simpler way to 
save the market and hold it. 

You see these markets are on a trade brand basis, Mr. Marshall. 
They have got them and they are getting above the world price be 
cause ‘pe are establishing a quality product. 

If we get into the act, of course, and start ee evaporated 
milk sad re it as they do cheese and butter, then they lose completely 
the good will they have built up in these markets and there isn’t 
anybody to my knowledge in the evaporated business that wants us 
to do it. They think it would be a mistake. In fact, they question 
whether we ought to do it at all that way because they think there 
would be more harm than good. 

What they are urging us to do is put a subsidy on the milk tha 
moves in the world market, evaporated milk and dry whole milk 

We would like some guidance from this committee on this as to 
what you think we ought to do because this problem is facing us 
right now. 

Mr. Horan. Which country were you talking about? 

Mr. McLarn. He was talking about the P hilippines and the Nether- 
lands. ‘They were the countries you were mentioning 

Mr. MarsHauu. Yes. 

There is no question but what the American qua lity "1s superior LO 
the Netherlands quality. That does not enter into it. It is a matter 
of price and it is a matter of the Netherlands moving into a market 
which has been traditionally almost entirely a United States market. 


SECTION 32 FUNDS FOR PURCHASING COMMODITIES 


Now, in making your determinations when you purchase these 
commoditie s, under section 32, and so on, you mi ake those determina- 
tions with Department boards; do you not? 

Mr. McLarin. That is right They are considered by the Gow 
Board. 

Mr. Marsnauy. Now we have been faced with this continually 
since we have been back in the District. People have told us that they 
would like to have the various commodities. If it was a school-lunch 
program getting the surplus they know they have not been supplied 
those commodities They also read the papers and know some of 
those commodities are in a distressed position. 

Here is an instance, Mr. Secretary, where you have all your legal 
authorities that you need, you have all the money you need to pur- 
chase these commodities and you have an outlet. 

Now, why under all those circumstances does the Department. not 
go in and supply that outlet? 
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Mr. McLarn. Well, I can say this. I think the record will show 
that we have given away about as many dairy products in the last 
year or so as has been given away in the history of this Government. 

So I do not think anyone can say that we have not done a good job 
of giving it away even though we are criticized by some people because 
we do it. 

Mr. MarsHatu. Have you been criticized by anybody for making 
milk available to the schoolchildren of America? 

Mr. McLarn. Well, I think we have people even on this committee 
that would rather see us sell it than give it away. That is my point. 
[ do not think we have had any serious criticism of it. 

Mr. Marsuatu. I have not heard any member of this committee 
criticize giving milk to the schoolchildren. 

Mr. McLain. No; with the schoolchildren I am sure that is right. 

Our problem with the section 32 funds is that if you—well, we will 
put it this way: 

We have done a pretty good job, as | say, giving dairy products 
away. We have many other commodities raised in your State as 
well as several other States for which we use section 32 funds. When 
a commodity gets into trouble—we use these funds to buy pork and 
beef and hamburger and things of that kind. We never know from 
one month to the next how much funds we are going to need to take 
care of the various demands that we have for these funds and further- 
more, of course, we have to remember this, and I am close to the dairy 
industry, have been all my life, that we have a support program for 
dairy products which we do not have for these other perishable com- 
modities. 

Livestock does not have any support whatever. Fruits and vege- 
tables do not have. 

Mr. MarsHauu. Wait a minute, they have section 32. 

Mr. McLarn. I meant other than section 32. I meant price sup- 
port as such you see. 

So, those interested in some of these other commodities get a little 
critical of course, if in addition to having support program for dairy 
products as such, we take too much.of the section 32’ funds and use 
them for dairy products. This is just natural. I am not critical. I 
am just trying to be factual. 

So, our job and the Secretary’s job is to try to use these funds to the 
best of everybody’s advantage and we have not had much complaint. 

Of course, we have some people that would like to have every com- 
modity that is produced on the surplus list. 

Mr. MarsHauu. This happens at times and I am sure you appreciate 
especially from the section of the United States that you come from, 
that there are turkey, chickens, eggs—those markets become quite 
chaotic at times. 

Mr. McLain. Yes. 

Mr. MarsuHauu. Pessimism and optimism has such an effect upon 
the egg market that the egg producers are placed at quite a disadvan- 
tage and following Abraham Lincoln’s philosophy that one of the _— 
of government is to do for people what they cannot do for themselve 
it seems like the Department might do a little more, Mr. Secretary. 

Mr. McLain. Of course, you are just saving what I have just said. 
If we have these other commodities that have no purchasers, we would 
have to be a little careful that we use the money wisely among all the 

21494—58—pt. 383 
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commodities and I guarantee you that we do not make everybody 
happy in the processes. 

We have the turkey people wanting us to use these funds, one 
group of them. Another group says we do not want you to. 

We have a breakdown here of the funds that we have used. We 
would be glad to put in the record for you. 

Mr. MarsHauu. Does that show this last year. 

Mr. Beacu. This shows since April 1, 1957, in the current marketing 
season, out of CCC acquisitions of dairy products, there were trans- 
ferred to section 32 outlets 85,325,000 pounds of butter, 46,300 
pounds of cheese, and 20,100,000 pounds of nonfat dry milk. 

Mr. Wuirren. I would like to have that placed in the record at 
this point. 

Mr. McLarn. We will be glad to do that. 

(The information referred to is as follows:) 


Purchase of surplus agricultural commodities (sec. 32), 


1958 through De C. Si, 1987 


fiscal years 1956, 1957. and 





Fiscal year and commodity Unit | Quantity Value 
1956 
Beans, dry Pound. 62, 816, 802 $5, 147, 742 
Cabbage ; . 4 do__. 23, 431 
Cornmeal ; do 507, O82 
Cottonseed oil_- do... 8, OR2, S87 
Dairy products 
Butter do 75, 512, 582 45, 416, 021 
Cheese do 57, 133, 767 22, 213, 888 
Milk do 56, 360, 895 10, 487, 466 
Lard do 38, 727, 168 5, 969, 851 
Pork products - - do_... 157, 878, 952 95, 278, 872 
Prunes Bushel 111, 448 484, 013 
Rice : Pound 35, 319, 850 4, 140, 771 
Sweetpotatoes Bushel 427, 576 1, 120, 320 
Wheat fiour Pound _. 91, 213, 750 5, 314, 976 
Total... 206, 187, 320 
1957 
Beans, dry ie Pound 24, 923, 270 2, 058, 707 
Cabbage do 9, 697, 306 267, 876 
Cornmeal do 8, 830, 300 178, 360 
Dairy products 
Butter do 38, 834, 128 24, 603, 571 
Cheese__- ; do 45, 162, 526 18, 772, 141 
Milk do 61, 668, 505 12, 057, 859 
Livestock product 
Beef__ do-_. 71, 862, 980 25, 739, 222 
Lard do 21, 560, 316 + 019. 324 
Pork do 6, 457, 293 3, 611, 770 
Plun do 2, 228, 200 258, 42 
P t product 
Eggs, shel do 37, 213, 823 10, 650, 674 
Eggs, dried 1 4.747, 500 311, 906 
Turkeys do 25, 409, 200 10, 131 ’ 
Rice ao 32, 074, 850 4, O80, 164 
Wheat fiour do 15, 265, 650 856, 327 
Tot 12 ) ® 
1958 through D I 
Citr ruit Pound 6, 462, 588 1, 438, O84 
Dairy prod 
B d 65, 107, 600 12, 079, 904 
Cheess do 14, 895, 918 19, 502, 210 
Milk a 18, 491, 544 9, 745, 161 
Peanut butt« do $ 800. 000 R68, 284 
I 73, 633, 643 


1 Includes approximately $500,000 canceled subsequent to Dec. 31, 1957. 
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Mr. Warrren. Mr. Natcher. 
CORN AND TOBACCO EXPORTS 


Mr. Narcuer. Mr. Chairman, with your permission I would like 
to have a short statement inserted in the record at this point pertain- 
ing to corn and tobacco. 

I would like to know, Mr. Secretary, the amount of corn and tobacco 
moved under our different programs during the fiscal year 1957. 

Mr. McLarn. Into exports you mean? 

Mr. Narcuer. That is right, and up to the present time in fiscal 
year 1958. 

And in this statement I would appreciate it if you would make some 
general statement conce rning your vie wpoint as to the future of 
tobacco and corn as far as surpluses are concerned from here on in 

Mr. McLain. Be glad to do that. 

(The information referred to is as follows:) 


MovEMENT OF CORN AND Tospacco IN Export PROGRAMS 


( ‘or n 


In million bushels] 


Fiscal year Fiscal year 
1957 1958 through 
December 
From CCC stocks 
1. Dollar sales. -- 45.4 53. 7 
2. Barter 5 41.6 8. 2 
3. Public Law 480, title I 8.7 3.4 
4. Public Law 480, title II 1.6 2.5 
5. See. 402 (ICA 2 
6. Donations, sec. 416 6.7 6 
Subtotal 104.2 68. 6 
From commercial stocks 
1, Public Law 480, title I 5.5 
Total : 109. 7 68. ¢ 


Tobacco 
Since CCC does not normally have tobacco in inventory most exports of 
tobacco are made through commercial channels without Government assistanee 


There were, however, sales for foreign currencies under title I of Public Law 480 
as follows: Million 


Fiscal year 1957 é ; 7 
Fiscal year 1958 through Dee. 31, 1957 ae ie 


nN™ 
oe 


BRIEF SUMMARY OF THE PRODUCTION, CONSUMPTION, AND EXPORT SITUATION WITH 
RESPECT TO TOBACCO AND CORN 

Tobacco 

Supplies of all major kinds of United States tobacco are in excess of desirable 
levels. This accumulation of excess supplies resulted primarily from two factor: 
(1) The decline in domestic usings which began in 1953 coincident with the 
publicity linking tobacco with health, and (2) sharp increases in yields per acre 
Production in 1957 was significantly below disappearance, and all kinds of tobacco 
moved in the direction of a healthier balance between supply and demand 
There follows a brief appraisal of the situation for the major kinds of tobacco. 

Flue-cured.—Production of flue-cured tobacco in 1957 was 17 percent below 
disappearance. The level of production in 1958 is likewise expected to be sub 
stantially below disappearance. On the basis of the present acreage allotments, 
the existing surplus could be absorbed in 3 to 4 years assuming no material change 
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in production and disappearance. We think some increase in domestic consump- 
tion can be expected, but such increase may be more than offset by increased 
yields per acre. 

Burley.—Burley production in 1957 was 3.6 percent less than disappearance, 
but since a surplus of more than a half-year’s disappearance exists, it would take 
many years to absorb the surplus at the 1957 level of production and disappear- 
ance. An increase is expected in the domestic consumption of Burley tobacco as 
well as increased yields per acre. A further reduction in acreage allotments may 
become necessary in order to reduce supplies to a desirable level. 

Fire-cured.—Production of fire-cured in 1957 was 20 percent less than dis- 
appearance. Acreage allotments for 1958 were reduced 10 percent below the 
1957 level. This reduction in allotments together with substantial participation 
in the acreage reserve program can be expected to result in production well below 
disappearance again in 1958. Assuming no material change in production or 
disappearance, the long-standing surplus of fire-cured tobacco could be wiped 
out in the next 3 years. However, continuation of the long-term downward trend 
in disappearance and upward trend in yields per acre, is a reasonable expectancy. 

Dark air-cured.—The outlook for dark air-cured is similar to fire-cured. 

Other kinds.—Supplies of other kinds of United States tobacco are reasonably 
well balanced with demand at the anticipated 1958 level of production except for 
cigar binder tobacco. In the ease of cigar binder tobacco, production in 1957 was 
substantially below disappearance because of heavy participation in the acreage 
reserve program. However, effective market demand for binder-type tobacco 
has declined as a result of the rapid shift toward processed sheet binder. 

Attached is a table showing production, supply, and disappearance by kind of 
tobacco and a table showing tobacco exports in fiscal year 1957 and the first half 
of the current fiscal year. 


Current production, supply, and disappearance of tobacco, by kinds, marketing year 
1957-58 


[Million pounds, farm-sales weight] 


| 





| | Production 
Kind of tobacco Total Production Disappear- | (+) or (—) 
supply! | ance 3 | disappear- 
| | ance 
a eee : | ssinsicih siimieirn’l Gish oes ins 
Flue-cured (11-14) _-- | 3, 484.3 2 973.0 1, 169. 5 —196. 5 
Burley (31)-_-- = 7 . | 1, 789. 3 489.8 507.9 | —18.1 
Fire-cured (21-23). ....------------- 195. 6 250.0 62.6 | —12.6 
Dark air-cured (35-36) ..........-.-- 97.5 2 20.0 34.0 | —14.0 
Virginia sun-cured (37)...------ | 8.0 22.7 | 2.5 | +0. 2 
Maryland (32) - -- slniacin oni 110.3 31.4 35.5 | —4.1 
Cigar binder (51-52) _- : | 53.7 8.0 20.0 | —12. 
Cigar filler and binder (42-44, 54-55) _- wate sia 101.7 | 26.0 32.2 —6. 2 
NOOOY Sons crisiceennincennnnacencue-enasa<-} 5, 840. 4 | 1, 600. 9 1, 864. 2 | —263.3 
1 | 


! Total supply equals carryover at beginning of marketing year plus production. 
2 Estimated production based on latest market sales information. 
3 Disappearance for marketing year 1956-57, latest complete information available. 


Exports of tobacco, fiscal year 1957 and July-December 1958 


[Declared weight, 1,000 pounds] 











Fiscal vear 1957 July-December 1958 
Kind of tobacco . | | a T “Pee ca tah 
Total Public Law; Other Total Public Law Other 
480 exports | 480 exports 
+ —— eee r To. Se oe . 
Flue-cured 411, 586 41,656 | 369, 930 9, 881 260, 571 
Burley--_-- 3 28, 318 5,176 23, 142 | 349 | 6, ¢ 
Fire-cured - - : 27, 842 4,942 22, 900 | 956 | 12, 2: 
Maryland. _ 12, 020 503 11, 517 | | 
Dark air-cured 4,968 | 296 4, 672 55 
Cigar types- ete ‘ 7, 145 93 7,052 | ‘s 
Other tobacco-..-..._-- ‘ 8, 800 |_- i 8, 800 1 321 
Oc sukcnbads Soak 500, 679 | 52, 666 448,013 | 311, 205 11, 562 


1 Smoking tobacco and cigarettes which include other tobacco listed. 
Source: FAS, for Public Law 480 information, 
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Corn 


For several years United States supplies of corn have been increasing in spite of 
programs for curtailment of production. On October 1, 1952, carryover stocks of 
corn amounted to 487 million bushels. Since that year the carryover stocks have 
increased as follows: October 1, 1953, 769 million bushels; October 1, 1954, 920 


, 


million bushels; October 1, 1955, 1,035 million bushels; and October 1, 1957, 
1,419 million bushels. Our estimate of the stocks of corn which may be on hand 
October 1, 1958, is 1,525 million bushels. 

Unless some new approach is taken toward obtaining controls over the produc- 
tion of corn, carryover stocks will continue to increase, since production under 
average weather conditions will exceed anticipated demands for corn. It is 
estimated that the oversupply from the 1957 crop will increase the carryover stocks 
of corn by about 100 million bushels. 

Mr. Natcuer. Thank you very much. 

That is all, Mr. Chairman. 

Mr. Wurirren. Mr. Horan. 


ADMINISTRATION OF PROGRAMS AT THE COUNTY LEVEL 


Mr. Horan. Mr. McLain, one of the columnists this morning had 
an article in which he said that vou had replaced volunteers at the 
COUNTY level with the bureaucrats; is that correct? 

Mr. McLain. I would say firmly that it is not correct and, of course, 
[ do not always take 100 percent of everything that is said by this 
columnist and I am sure you gentlemen don’t either. 

Mr. Manwaring is here and could tell you pretty accurately what 
has happened in this area. We think we have one of the best func- 
tioning systems at the county level that we have ever had and had 
very little criticism of it. 

Larry, do you want to comment 

Mr. Manwarina. Mr. Horan, the one action we took which was 
different than we were operating before was to ask each county com- 
mittee in ae midwestern area to select an administrative officer and 
put him in charge of the day-to-day operations in the office. 

Now that : eolied only to the area roughly bounded by Ohio, Iowa, 
Minnesota, ei Missouri, and then south to but not including 
Kentucky. 

I think there were 17 States that did not have them before. This 
was no implication that they were not doing an excellent job but it 
was recognition of the complexity of the programs, the increased 
number of programs and the increased amount of detail that had to 
be carried out in those county offices. c. 

They have made that transition in what I consider an excellent 
manner. We have tried hard to keep the administrative officer from 
getting into the field of policy determination which is the field of the 
county committee. 

We have tried hard to make it abundantly clear that it was the 
right of the county committee to select the office manager and the 
right of the county committee to retain him or not as they saw fit 

Mr. Horan. Then the relationship is not greatly different from 
that of “farmers home.” 

Mr. McLarn. Well, the relationship is not any different than it 
was in all the other States before, Larry. That is correct, isn’t it? 

Mr. Manwarina. No; it isn’t any different. All the other States 
were operating on that same basis. As a matter of fact, we think we 
have given the county committees in some areas more responsibility 
than they ever had before under the present operation. 

Mr. Horan. That is all right. 


+” 
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ADMINISTERING WHEAT AND COTTON EXPORT PROGRAMS 


I wonder if you would recite the mechanics of your subsidy, this 
work’s pretty well in the wheat. Just how do you go about it? 

Mr. Mclary. We by announcement a year ago last September 
indicated to everybody, including Congress, that from then on all 
exports of wheat would come out of free stocks with 1 or 2 minor 
exceptions. 

Mr. Horan. By free stocks you mean nonsupported. 

Mr. McLain. Stocks not committed to CCC or in our inventory. 

The subsidy for the wheat shipment would then be paid in kind 
out of our stocks. In other words, as you know, the subsidy on wheats 
runs from 60 to 80 cents—some places more than that—a bushel 

The exporter then buys the goods in the free market, and stimu- 
lates the free market so the farmer gets a better price. The wheat 
moves into export. ‘The payment then is made not in dollars but in 
wheat itself. 

Mr. Horan. Do you replace what he shipped? 

Mr. McLain. We give him wheat 
tificates that he gets 

This has had the effect of keeping a lot of our wheat out 
It has had the effect of letting the markets operate the way they 
ought to. It has had the effect of getting a better market price for 
the farmer which of course is the important part. 


for the equivalent ot these cer- 


of loan 


Mr. Horan. And your proposal is to attempt to use this program 
in cotton. 

Mr. McLain. We have been urged by the chairman of the Senate 
Agricultural Committee to do it, 
ducer groups and others. 

Again I say to vou, Mr. Horan and our chairman here that if it is 
the wish of this committee that this not be done we would like to have 
a firm statement from you because we are proceeding on the basis that 
the industry, the farm organizations, the people that handle cotton 
and everyone involved, after we have had the experience in wheat 
would be happy to see us do it 

If that is not so, we want to know it. 

Mr. Wuirten. In that connection, I will be pleased to talk to 
vou further insofar as | am concerned. But, as successfully as your 
exporting program on the par. seein business has worked, and 
as hard a job as it was to get you to start that program against the 
opposition of the same crowd that is talking to you now, I start off 
very suspicious of any such proposal. I would repeat that when we 
had an export subsidy, the pressures from our State Department re- 
acting to complaints by foreign governments were such that I am con- 
vinced that a competitive-bid export program in line with the original 
Commodity Credit Corporation Act is much sounder than anything 
that you designate as an export subsidy. 

As I stated earlier, | went to the cotton trade in foreign countries 
with whom we do business, and without exception they like to think 


that our cotton would be on the counters of the world on a competitive 
basis. 


as well as many other people—pro- 


There was a long period before I could ever get the Department to 
use its authority to sell competitively on these commodities. 
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’ 


First you said there was not any money and we had to make fhat 
study in connection with military expenditures. 

Next, Secretary Benson said the trade was opposed to it, and I was 
able to show that your cotton advisory committee had 7 out of 8 who 
had an interest in holding United States cotton off world market. 

To take care of the matter further, I had a special study by this 
committee to show that every other country was selling what it had 
competitively. I say again, when you are selling what you have com- 
petitively, you are following the course that other foreign countries 
use and they have less chance to complain. 

The minute vou have something identified as an export subsidy, 
then you are giving them a tool through our State Department to 
stop the operation of the program. 

So with that long background I am very, very skeptical. Skeptical 
of your changing, skeptical of the folks who are getting you to do it 
and skepfical of anybody who has had the wonde rful record you have 
had since you first started selling wanting to change the matter at all. 

I will be glad to discuss the matter before you write the report. 
I would like to have an opinion from the Solicitor as to the authority 
of the Commodity Credit Corporation to release commodities as a 
form of subsidy. 

Mr. Horan. I could not do it without consulting the wheatgrowers. 

Mr. Wuirren. At this time I am not objecting to anything that is 
in existence and working fine. I will point out again you do have an 
international agreement on wheat that helps to point out the degree 
of understanding between the big wheat producers. We do not have 
any such cotton agreement. If we did, it might make the picture 
greatly different. However, you must have authority in law for your 
action. 

Mr. Horan. Well, now, to begin with, | do not think we can live 
with acreage restrictions in America and we have to use all of our 
American ingenuity to change that matter. 

The reason I say that is that it is the old umbrella game. We 
restrict production at home and it is reflected in increased yields in 
a lot of cases abroad. 

Now, one thing I think this subcommittee is rather proud of and 
that is the new life we have been able to breathe into the foreign 
agricultural service. 


WORLD PRODUCTION OF FARM COMMODITIES 


[ have before me one of their most recent publications which is 
just filled with information, worldwide. It is The Competitive Posi- 
tion of the United States Foreign Products Abroad, 1958. 

Let’s take wheat if we can and then I do want to ask you some 
questions concerning that. 

World production of wheat, rye, rice, corn, oats and barley has been 
increased more rapidly than population since the end of World War I] 

Preliminary estimates indicate that the total ontput in 1957—58 will 
be about 804 million tons. This represents an increase of 21.6 percent 
compared with the immediate postwar 1945 to 1949 average. 

On the next page is a table called Table 2: Wheat, world production 
by areas and United States share, average 1950 to 1954, annual 1956 
and 1957 production with comparisons. 
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If you are looking at that, it is a very interesting table. 

The important producing areas are the ones that are below their 
average. 

Canada is down to 68 percent. Australia, 82 percent. French 
Morocco is 69 percent. The United States is 84 percent. 

However, all the rest of them that are listed there have increases 

I will take that back. 

There are two. Tunisia and Uruguay are at the same level. 

I want to get your comment. 

Now, if you will turn to page 21. 

During the past three seasons—I am reading from page 20. 

Foreign production of cotton stabilized at about 25 million bales 
annually and will probably be about the same in 1957-58. This 
level is considerably above the 1950-54 average of 21.6 million bales. 
The prewar average was less than 18 million bales. Traditionally 
cotton producers are expected to grow about 9.3 million baleg equaling 
their 1934 to 1938 average. 

In the 1956-57 season, cotton production dropped below the 1934 
to 1938 average in both Egypt and Brazil. These declines were more 
than offset by gains in India, Pakistan, and Peru. 

Iron Curtain countries are producing about 40 percent more cotton 
annually than in 1934 to 1938 but data are insufficient to indicate 
the breakdown by countries. 

Unlike wheat, strangely enough, cotton apparently is grown com- 
mercially in more countries than is wheat. But it is rather interesting. 
Take that table on page 21 there. The United States produced 1 
1950 to 1954, 14,093,000 bales. 

Last year, we produced 11,010,000 bales. 

But take a look at Mexico. 

In the average for 1950 to 1954 was 1,333,000 bales. Now in 
1957, 3 years later, they are up to 2,010,000 bales. 

To me this is a red light. It is a we — signal. As we reduce 
acreages at home, other countries increase theirs to a large extent, and 
I think it is incumbent on all of us to wal away from this thing by 
any way that vou might be able to. 

I certainly think that the only cure can be found in legislation is 
by getting away from the omnibus farm bills that we have so often 
and attacking each commodity separately 

Now, you take the domestic parity plan, you would expect to feed 
up to 250 million bushels and, of course, the corn boys won’t let us 
do that, but we are turning to feed grains now, tremendous production 
this year. 

So I think we will have to get away from that. 

I would like to have your own comment on this because this America 
belongs to all of us, and we share equally in the responsibility of 
finding solutions. 

Mr. McLain. Well, this is a broad topic, Mr. Horan. First of all, 
of course, the tables pretty well speak for themselves. With most of 
these commodities, we know now and this also includes—our tobacco 
expert isn’t here, but it also includes tobacco. 

We find that other countries are expanding their production in these 
commodities. Part of it is caused by the umbrella we have held. 
Part of it is caused because they want to be more self-sufficient, they 
don’t have the dollars, and so forth. 
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I think we are just going to have to face up to the fact that we are 
going to have larger production worldwide, but I don’t think that 
needs to disc ‘ourage us too much. If we can get more people using a 
better diet and can get them clothed better, with populations increas- 
ing tremendously all over the world, if we can get better living stand- 
ards in many of these countries, we still ought to hold our share of the 
total world market. 

I am sure you agree that the Secretary feels that one of the solutions 
to the United States farm problem is to get and hold a good share of 
what this expanded market might be. I think we are demonstrating 
with the gadgets we have got that we are doing it pretty well. The 
only part that of course bothers a lot of us is that in using 480 and 
the giveaways whether we permanently are getting markets. | think 
we have not much other choice at the moment, but if they will help 
us get these markets permanently, and then they can of course have 
the wherewithal to buy with, it is a direction we ought to go, because 
we know wheatgrowers. The thing they want to do in your area as 
well as most every other area is to raise wheat. They don’t like to 
be left idle 

Mr. Horan. Well, in some of the fallow areas—I mean good wheat- 
lands that can’t raise anything else. When you get them away from 
wheat, you might well—you mentioned tobacco. 


TOBACCO 


World production at 8.3 billion pounds in 1957 was the third highest 
on record, being slightly below the 1955 and 1956 levels Foreign 
production continued its rise, reaching an all-time high of 6.68 billion 
pounds. During the 20-year period from 1937 to 1957, world produc- 
tion increased about 1.25 percent per year. United States production 
rose about 35 percent from 1937 to 1947 while foreign production 
increased 25 percent. However, since the 1947-51 period, United 
States production has decreased and foreign production has expanded 
50 percent. 

Mr. McLain. This is the reason some people even in the tobacco 
industry are getting concerned. 

Mr. Horan. Well, I think they should. I think our hearings 
should refleet it. The facts are here. 

I am very proud of the work of this subcommittee in getting our 
foreign agriculture service going again because we have the facts in 
front of us. 

Mr. Wurirren. If the gentleman would yield to me, I would recall 
that this committee, in its report on the studies of foreign markets, 
pointed out that there was real question as to whether tobacco pro- 
ducers in this country shouldn’t insist on sales in world markets on a 
competitive basis because, while our share at that time was continuing 
rather stable, we were getting no part of the increased consumption 
in the world of foreign production. 

Mr. Horan. Of course, the war years disrupted practically every 
nation in Europe and a vood portion of the bre adbaske t of Europe. 

It created a vacuum into which all our foodstuffs could be moved. 
Then, we went about this business of rehabilitating the world, and 
we have done a good job of that. 
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COTTON 


Mr. MarsHauyi. How competitive is Peruvian cotton with United 
States cotton? 

Mr. McLain. We are competitive with the world price of cotton, 
Mr. Marshall. This doesn’t mean in every instance every quality. 
They are going to sell their other cotton at some price. They are not 
going to keep it. Mexico, for instance, is going to sell their cotton. 
I think the big thing that has come about that hasn’t shown yet in 
these figures is that in meeting the competition we have in - world 
market, with the volume like we are moving, it is going to deter 
further expansion, I think, a little. 

If they get dams like they are talking about in Kgypt this is going 
to open up vast areas that will go to something and cotton and wheat 
will be something that is raised. 

Mr. MarsHa.u. Isn’t it true that they sell a different type of 
staple? 

Mr. McLain. In Peru, you mean? 

Mr. Bercerr. Long staple. 

Mr. MarsHauu. Yes. 

World market doesn’t have too plentiful a supply of that type of 
market; does it? 

Mr. Bercer. Our growers in the long-staple cotton have asked for 
lower price supports and increased acreage which we have gone along 
and given them because the demands for that type of cotton in the 
past didn’t meet the world market. 

Mr. Horan. Here is a very interesting thing, Mr. Chairman. 

On this chart on page 21, we got the newer toe it cotton areas, 
the Near East, South America, Africa, Central America, and Mexico. 

And they raised—well they produce now about one-fourth of the 
total world supply—those newer areas. 

And we are helping them to prosper, Mexico being the one that has 
grown the most. 


ACREAGE ALLOTMENTS AND MARKETING Quvoras 


Program and financing 


1957 actual | 1958 estimate | 1959 estimat 
Program by activities 
Acreage allotments and marketil juotas (total obliga- 
tions . $40, 130, 574 $40, 715, 000 $39, 715, 000 
Financing 
Comparative transfers to other account 230. 653 
Unobligated balance no longer available_- 278, 77 
New obligational authorit 40) 640, 000 40. 715, 000 39. 715. 000 
New obligational authorit; 
A ppropriation~ $41, 200, 000 $40, 715, 000 $39, 715, 000 
Transferred to ‘Salaries and expenses,”’ Forest Service 
71 Stat. 180 | 560, 000 


Appropriation (adjusted 40, 640, 000 40, 715, 000 39. 715, 000 
} h ? 
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Object classification 


1957 actual | 1958 estimate | 1959 estimate 


06 Printing and reproduction $256, 327 $270, 000 
07 Other contractual services 
Advanced to 
“Administrative expenses, sec. 392, Agricultural 


$270, 000 


Adjustment Act of 1938’’ (7 U. 8S. C. 1392) | 5, 712, 347 6, 380, 100 6, 380, 100 
‘Local administration, see. 388, Agricultural 

Adjustment Act of 1938” (7 U. S. C. 1388 34, 161, 900 34, 064, 900 33, 064, 900 

Total obligations 40, 130, 574 40, 715, 000 $9, 715, 000 


Mr. Wuirren. Now we turn to acreage allotments and marketing 
quotas. 1 would like to have pages 188 to 211 of the justification 
included in the record at this point. 

The material referred to is as follows:) 


ACREAGE ALLOTMENTS AND MARKETING QUOTAS 
PURPOSE STATEMENT 


This appropriation provides funds to earry out acreage allotment and marketing 
quota programs authorized by title III of the Agricultural Adjustment Act of 
1938, as amended. 

These programs are designed to keep the production and marketing of basic 
commodities in line with demand in order to give each farmer a fair share of the 
available market and the total production. 

The national acreage allotment (in the case of wheat and corn allotment for 
commercial producing area) is set at a level which, based upon normal or average 
yield, will result in ample production for domestic consumption, exports, and 
adequate reserves. The total acreage is divided among States or counties on the 
basis of production history for a specified number of years preceding the year for 
which the allotment is determined, with adjustments for production trends, 
abnormal weather and production conditions, previous allotments, and other 
factors. 

State or county allotments are apportioned through local committees among 
eligible farms. Acreage allotments, unless implemented by marketing quotas, do 
not constitute an enforced limitation on production. However, when acreage 
allotments sre in effect for any basic commodity, compliance therewith is a 
condition of eligibility for price support. 

Marketing quotas must be proclaimed for tobacco when the total supply 
exceeds the reserve supply level, or if quotas were proclaimed for the kind of 
tobacco in the immediately preceding year unless quotas have been disapproved 
in 3 successive years subsequent to 1952. In this event a national marketing 
quota would not be proclaimed for any marketing year within the 3-year period 
for which quotas were disapproved, unless prior to November 10 of the marketing 
year, one-fourth or more of the farmers’ petition the Secretary to proclaim a 
national marketing quota for each of the next 3 succeeding marketing years. 
Marketing quotas must be proclaimed for peanuts each calendar year regardless 
of the supply situation; for upland cotton when the total supply exceeds the 
normal supply; for extra long staple cotton when the total supply exceeds the 
normal supply by more than 8 percent; and for wheat and rice when the tota 
supply exceeds the normal supply by 20 and 10 percent, respectively. Marketing 
quota provisions of the Agricultural Adjustment Act of 1938, as amended, do not 
apply to corn. 

Quotas do not become effective unless at least two-thirds of eligible farmers 
voting in a referendum approve quotas. Quotas may be increased or suspended 
under certain demand and supply conditions, in the interest of consumers, or in 
national emergencies. 


! 
i 
y 


Appropriation: 
Appropriated, 1958 $40, 
Budget estimate, 1959 39 


715, 000 
715. 000 











Acreage allotments and marketing quotas 


mn $40, 


Appropriation act, 1958, and base for 1959_ 


: 715, 000 
Budget estimate, 1959___ 9 coat hia a a ; 39, 715, 000 


Decreasing (due to savings resulting from improved oper- 
ating methods at the local level)___ 1, 000, 000 


Project statement 











Project 1957 1958 Decrease 1959 
estimated (estimated 
Acreage allotments and marketing quotas $40,130,574 | $40,715,000 | —$1, 000, 000 $39, 715, 000 
Unobligated balance. 278, 773 
vai e or estimate 40, 409, 347 40, 715, 000 —1, 900, 000 | 39, 715, 000 

Tran to “S 1 Fore 

Servic +-560, 000 
Transfer in 1958 lat 

sear 1d Ag Mark 

re ic 230, 653 

lot 1ppr 41. 200. 000 40. 7 ) 
DECREASI 
A decrease of 81 n ) 1SC county office expense esulting from improved 
Oo ating 7 él 8 wo 

This decrease in ASC county office expenses will be made possible by improved 
methods of operation at the local level. In lieu of the several hundred individual 
instructions formerly sued by the national office, the county will be using as 
the principal source of direction and reference various subject-matter handbooks, 
each well defined with its particular area of operation. The time previously 
required to go over and interpret the large volume of instructions will be used to 
plan operations more carefully especially with respect to timing of farm visits 
so that the maximum amount of information required in administering acreage 
allotments and market § 1iotas can be obtained with one farm visit. In addi- 
tion, further savings v e effected by reducing the number of corn-allotment 
farms on which performar will be checked beginning with the 1959 crop 
leretofore, approximately 65 percent of the corn-allotment farms have been 
checked whereas beginning with the 1959 crop only about 42 percent will be 
checked \lso, as increasing acreages of cropland and more whole farms entez 
the conservation-reserve program, the workload of the ASC county officers in 


administering acreage allotments and marketing quotas should decrease. 


BASIS FOR 1959 ESTIMATI 


Acreage allotment and/or marketing quota programs are mandatory unde! 
certain conditions set forth in the Agricultural Adjustment Act of 1938, as 
amended. The 1959 estimate is based on the assumption that acreage allotments 





and marketing quotas will be in effect on the 1958 and 1959 ecrons of flue-cured, 
burley, fire-cured, dark air-cured, Virginia sun-cured, cigar binder (types 51 and 
52), cigar filler and binder (types 42, 43, 44, 53, 54, and 55), andsouthern Maryland 


tobaccos, peanuts, whea itton, and rice and that acreage allotments will be in 
eff ct on the 1958 ana 195 j CTODS of cornu 

Work in 1959 will « t of the following: 

icrea atiotme? and or market ng quote 

1. (a) Gathering, compiling, reviewing, processing, and recording basic farm 
dat 

b) Determining, computing, compiling, and reviewing farm allotments 

c) Preparing and mailing allotment notices. 

d) Preparing and issuing marketing cards (at least one for each farm; for to- 
bat co so one for ¢ Kl | 
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Work to be done on each of the above: 
Estimated 
number of 
workload units 





per job 
Tobacco__ ail 585, 000 
Peanuts _ __- ‘ ; g 118, 525 
Wheat. _ - aes ‘ ; 1, 570, 250 
Cotton a ; a aloes salt ; 965, 100 
I ie ei are ee ata ete Pi eat ; : 1, 827, 810 
Rice... re 5 tad <i ad 20, 925 
2. Handling appeals: 
SOUSEUO..< 5 .- ccs oe oniemacs aah 17, 500 
Peanuts ae 7 ; a: 1, 300 
Wheat. 5 J = 55, 000 
Cotton ___ 34, 000 
Corn... .. Be aa . ’ it See , : ‘ 70, 000 
a ‘ 7 Sr ee ee ee ers ; 700 


3. Measuring farms and computing acreages (percent of 1958 and 1959 crop 


farms checked): 





1958 crop 1959 crop 

Tobacco ; nance : ; 61.1 48.9 
Peanuts Pinas : ba edd i 53. 1 46.9 
W heat F 3.1 96.9 
Cotton 41.6 58.4 
Corn (performance checking on about 42 percent of total farms beginning with 

aa ‘ saiuik te a caliadaions llama Potted iowa clataed ; 27.0 25.0 
RD. st acakiinges ; i antennas ee 76. 1 23.9 


4, Conducting farmer referendums and certifying results: ! 
Number of 
counties in 
which refer- 
endumse are 
held 
Tobacco (flue-cured, burley, Virginia sun-cured, Southern Maryland, 
and Pennsylvania filler ; 
Peanuts (None required. Marketing quotas have been approved 
through the 1959 marketing year.) 


yo 
17d 


Wheat ee = ; <a 8 es ae 2, 493 
Cotton : R : FS ag Sen 11,092 
Rice aN aaa AF, = ’ 157 


! County committees are directed to set up convenient polling places, Therefore there may be a number 
of referendums held within a county. 


5. Activities for which no workload data are readily available consist of: 
Establishing farm accounts for overplanted farms. 
Preparing marketing card register showing type of card issued. 
Posting buvers’ reports and records. 
Receiving, depositing, and refunding penalties as necessary, 

6. Feed wheat program: Public Law 85-203, approved August 28, 1957, 
amended section 335 of the Agricultural Adjustment Act of 1938, as amended, to 
permit farmers whose wheat acreage is less than 30 acres to grow up to 30 acres 
of wheat for use exclusively on the farm where produced for seed, human feed, or 
livestock and poultry feed. This amendment will require additional work as 
follows: 

(a) Completing producers’ quota application for feed wheat exemption. 

(6) Maintaining a register of applicants. 

(ec) Visiting particinating farms to determine disposition of wheat. 

(d) Providing elevators and grain markets with lists of participants. 


ne ee 


1 Gross number—separate referendums are required for each kind of tobacco and each kind of cotton 
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STATUS OF PROGRAM 


Acreage allotment and marketing quota programs have been announced for th 
1958 crops of flue-cured tobacco, peanuts, wheat, cotton, and rice, and acreage 
allotments have been announced for the 1958 crop of corn. 


Tobacco acreage allotments and marke ting quotas (953 counties 


The marketing-quota provisions of the Agricultural Adjustment Act of 1938, 
as amended, treat each kind of tobacco as if it were a separate commodity 
Quotas must be proclaimed (not later than December 1 of any marketing yea: 
with respect to flue-cured tobacco and February 1 with respect to other kinds 
of tobacco) whenever the total supply at the beginning of the marketing yea 
exceeds the reserve supply level. Regardless of the supply situation, howeve1 
a quota must be proclaimed for each kind of tobacco for which a quota was 
proclaimed in the preceding year and for Virginia suncured tobacco for each 
marketing year for which a quota is proclaimed for fire-cured tobacco. 

However, a quota may not be proclaimed for any year within a 3-year period 
for which quotas have been disapproved if producers have disapproved quotas 
for 3 years in succession after 1952, unless one-fourth or more of the farmers 
engaged in producing such tobacco prior to November 10 petition the Secretar 
of Agriculture to proclaim a quota. 

The marketing-quota proclamation specifies in pounds of tobacco the quantity 
which may be marketed during the next following marketing year. It is ar 
amount which will make available for marketing during that year, a supply equal 
to the reserve-supply level. The poundage quotas are converted to acreage 
allotments on the basis of average yields during the 5 calendar years immediately 
preceding the calendar year in which the quotas are proclaimed. Qvwotas pro- 
claimed for 1956 and 1957 are as follows: 


Number of pounds Approximate number 
of acres 
Kind of tobact 


1956 1957 1956 1957 


Thousands | Thousands 


Flue-cured 1, 130, 000 932, 000 887, 584 712, 600 
Burley 428, 492 446, 400 308, 707 309, 300 
Fire-cured 57, 625 56, 000 50, 113 45, 200 
Dark air-cured 24, 773 23, 400 20, 730 17, 600 
Virginia sun-cured - -. 5, 600 5, 072 5. 526 5, 400 
Cigar filler and binder (types 42-44, 53-55 61, 600 34, 600 38, 371 23, 100 
Cigar binder (types 51 and 52 23, 200 13, 500 
Southern Maryland 44, 388 10, 100 53, 353 18, 200 
Pennsylvania filler - 37, 800 Qa 

1 On Nov. 25, 1957, a national acreage allotment of 713,468 acres was announced for the 1958 crop 

2 These groups treated separately for the first time. 


Disapproved in referendum held Dec. 29, 1955. 


Referendum.—Within 30 days after issuance of proclamation of quotas, a 
referendum must be held. Farmers vote for quotas for 3 years and quotas 
become effective only if approved by at least two-thirds of the farmers voting 
Referendums will be held on fire- and dark air-cured tobaccos to determine 
whether farmers favor quotas for 3 marketing years beginning with 1958. 


Number of allotment farms and acreage allotted, 1956 


State and kind of tobacco 


1956 crop 











and 1957 crops 


1957 crop 





Estimated Acreage Estimated Acreage 
number of allotted number of illotted 
farms farms 
Flue-cured 
Alabama 289 555. 68 289 500. 14 
Florida j 6, 794 | 18, 858. 82 6, 634 15, 111. 75 
Georgia - -- 28, 761 90, 074. 72 72, 148. 81 
North Carolina 126, 821 | 586, 059. 41 469, 304. 72 
South Carolina 26, 525 | 103, 032. 84 . 82, 549. 21 
Virginis 24, 006 | 89, 002. 16 23, 863 71, 285. 04 
Total 213, 196 887, 583. 63 211, 309 710, 899. 67 
Burley | 
Alabama 34 28. 85 35 29. 85 
Arkansas 74 52. 48 75 52. 78 
Georgia 210 89. 33 199 83. 33 
Illinois 20 6. 50 13 5. 93 
Indiana | 9, 867 7, 767. 31 9, 789 7, 737, 01 
Kansas 74 95. 64 | 66 91. 37 
Kentucky 151, 746 200, 242. 64 146, 948 00, 285. 16 
MIssour 1, 729 3, 203. 31 1, 697 190. 85 
North Carolina 17, 931 10, 115. 48 17, 875 10, 121.14 
Ohio | 11, 533 9, 987. 08 11,417 1, 059. 68 
Oklahoma l 4.00 
Pennsylvania | 3 2. 42 3 2 00 
South Carolina 11 4.15 10 3. 95 
Tennesset 92, 004 | 63, 278. 31 91, 923 | 63, 248. 54 
Texas | 2 -40 | 2 - 40 
Virginia | 17,110 | 10, 972. 71 17, O86 10, 978, 81 
West Virginia 4,818 2, 856. 13 4, 805 2, 842. 94 
Total | 307, 167 | 308, 706. 74 301, 943 | 608, 636.74 
lire-cured 
Lilinois l 3 1 27 
Kentucky 8, 970 12 8, 694 17, 060. 31 
Tennessee | 8, 535 27 8, 502 19, 220. 34 
Virginia 7, 420 67 7, 341 8, 746. 00 
Total 24, 926 40) 24, 538 45, 026. 92 
A ir-cured 
Indiana 142 } 64. 09 120 51.38 
Kentucky 19, 643 | 17, 688. 19 19, 360 14, 933. 83 
Tennessee 4.719 2, 978. 06 4.714 2, 517. 27 
Total | 24, 504 20, 730. 34 24, 194 17, 502. 48 
Sun-cured: Virginia 4, 159 | 5, 526. 22 4, 070 5, 379. 09 
Cigar filler and binder: 
Connecticut 1, 570 9, 819. 63 
Lilinois | 3 | 7. 06 3 7.06 
Indiana | 1 | 1. 47 l 1.47 
Towa 1 | 8. 49 1 8. 49 
M ssachusetts_ - | 1,015 | 5, 019. 98 
Minnesota 133 | 249.09 118 233. 79 
New Hampshire 1 | 1.14 
New York | 154 187. 12 72 96. 50 
Ohio 1,912 | 5, 001. 98 1, 561 4,910. 57 
Pennsylvania 189 323. 21 131 247. 29 
Vermont ] 7.09 
Wisconsin | 7, 109 17, 745. 23 6, 397 17, 394. 38 
se ewe 12, O89 | 38, 371. 49 8, 284 22, 899 
Cigar binder 
Connecticut | 1, 512 8, 6048. 11 
Massachusetts | QR7 | 4, 494. 80 
New Hampshire 1 } 1. 03 
New York I | . 
Vermont | 1 6.29 
Total 2, 502 13, 150. 51 
Southern Maryland: | 
Maryland 6, 928 | 53, 314. 36 6, 97 $7, 961. 75 
Delaware 1 10 1} 13 
Virginia 106 | 38. 94 90 | 3. 10 
Total 7, 035 53, 353. 40 7.064 | 47, 994. 98 
| | 





1 Prior to 1957 included types 42-44 and 51-55, For 1957 and subsequent years, they have beer 
into 2 groups—cigar binder types 51-52, and cigar filler and binder types 42-44, and 53-55. 
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The amount of the national quota, less that portion set aside for new farms and 
small farms is apportioned among the States on the basis of the production in each 
State during the 5 calendar years preceding the calendar year in which the quota 
is proclaimed. Adjustments in State production data must be made to the extent 
necessary to make correction for abnormal conditions of production, for small 
farms, and for trends in production, giving due consideration to seedbed and other 
plant diseases. 

The Secretary is authorized to convert the State poundage quota into a State 
acreage allotment on the basis of average yield per acre of tobacco in the State 
during the 5 years preceding the year in which the quota is proclaimed with ap- 
propriate adjustments for abnormal conditions of production. 

Where the State quota is converted to a State acreage allotment, farm acreage 
allotments are established on the basis of past acreage, adjusted for abnormal 
weather and plant diseases, land, labor, and equipment available for production of 
tobacco; crop-rotation practices and the soil and other physical factors affecting 
the production of tobacco. Local committees allot the acreage among the farms 
on which tobacco is produced. Where farm acreage allotments are established, 
the farm quota is the actual production of tobacco from the farm acreage allot- 
ment. 

Tobacco marketed in excess of the farm marketing quota is subject to a penalty 
per pound of 75 percent of the average market price for such kind of tobacco for 
the preceding marketing year. 

Whenever the Secretary determines that, under the marketing quotas and 
acreage allotments established for any kind of tobacco, the production of any one 
or more of the types comprising such kind of tobacco will not be sufficient to meet 
market demands and carryover requirements for such type or types of tobacco, 
the Secretary must make appropriate increases. The increases are made on the 
basis of production of such type or types of tobacco during the same period of 
years considered in establishing farm marketing quotas and acreage allotments 
for the kind of tobacco involved. 


Peanut acreage allotments and marketing quotas (491 counties) 


Quotas must be proclaimed each calendar year between July 1 and December I 
of each year regardless of the supply situation. The national marketing quota 
must be equal to the average quantity of peanuts harvested for nuts during the 
5 years immediately preceding the year in which the quota is proclaimed, adjusted 
for current trends and prospective demand conditions. 

A national marketing quota for the 1958 crop of peanuts of 826,000 tons and 
a national acreage allotment of 1,610,000 acres were announced on October 28, 
1957. Both the marketing quota and the national acreage allotment for the 
1958 crop are at the minimum levels permitted by law. 

A referendum must be held not later than December 15 to determine whether 
farmers are in favor of or opposed to marketing quotas with respect to the crops 
of peanuts produced in the 3 calendar years immediately following the year in 
which the referendum is held. Ina referendum held December 11, 1956, approxi- 
mately 94 percent of the farmers voting approved marketing quotas for 3 
marketing years beginning with the 1957 marketing year. 
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Estimated number of allotment farms and acreage allotted, 1957 and 1958 crops 


1958 estimated 


State 1957 acreage number of | 1958 acreage 
allotment illotment allotment 
farms | 

Alabama 218, 516 18, 528 | 218, 513 
Arizona 718 16 719 
Arkansas 4, 228 385 | 4, 231 
California 942 45 ¥42 
Florida - 54, 959 | 6, 259 54, 915 
Georgia j 525, 753 1,714 525, 929 
Louisiana | 1, 967 | 67 1, 968 
Mississippi 7, 573 | 97 7, 575 
Missouri 247 l 247 
New Mexico _ 6, 000 | 438 4,918 
North Carolina 169, 174 18, 199 169, 237 
Oklahoma | 137, 618 12, 904 | 137, 668 
South Carolina 13, 784 | 1, 246 | 13, 778 
Tennessee 3, 732 524 3. 573 
Texas } 356, 829 | 19, 194 | 355, 955 
Virginia ; 4 105, 767 8, 867 | 105, 807 
Reserve for new farms . 4, 634 | 4, 025 

Total 21, 611, 441 118, 514 | 1, 610, 000 


| Has been apportioned among States. 
2 Includes an increase of 1,441 acres for Valencia-type peanuts announced Ma: 


21, 1957 

The national marketing quota must be converted to a national acreage allotment 
by dividing the quota by the normal yield per acre of peanuts for the United States 
determined on the basis of the average yield per acre in the preceding 5 calendar 
years with necessary adjustments for trends in yields and for abnormal conditions 
of production. 

The national acreage allotment less the acreage set aside for new farms is appor- 
tioned among the States on the basis of the State’s share of the national acreage 
allotment for the preceding year. 

The State acreage allotment is apportioned through local committees among 
farms on the basis of past acreage of peanuts, taking into consideration previous 
allotments, abnormal conditions, land, labor’ and equipment available for the 
production of peanuts, crop-rotation practices, and soil and other physical factors 
affecting the production of peanuts. 

Whenever the Secretary determines that, on the basis of average yields per acre 
by types, adjusted for trends and abnormal eonditions, the supply of any type or 
types is insufficient to meet the demand for cleaning and shelling purposes at which 
the Commodity Credit Corporation may sell its stocks of such peanuts, the Seere- 
tary is required to make appropriate increases in State acreage allotments. No 
State, however, may be increased above the acreage harvested in the State in 1947 

The amount of the farm marketing quota is the actual production of the farm 
acreage allotment. 

The marketing of peanuts in excess of the farm marketing quota, or the market- 
ing of peanuts from any farm for which no acreage allotment was determined, is 
subject to a penalty at a rate equal to 75 percent of the support price for peanuts 
for the marketing year beginning in the calendar year in which such peanuts are 
produced. 

Quotas are not applicable to any farm on which the acreage of peanuts harvested 
for nuts is 1 acre or less, 


Wheat acreage allotments and marketing quotas (2,493 counties) 

Quotas must be proclaimed not later than May 15 of any calendar year whenever 
the total supply for the marketing year beginning in such calendar year exceeds 
normal supply by more than 20 percent or the total supply is not less than normal 
supply and the average farm price for 3 successive months does not exceed 66 
percent of parity. 


21494—-58—pt. 3——_34 
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On April 19, 1957, marketing quotas were proclaimed for the 1958 crop of wheat 
based upon the following determination of normal supply for the 1958 crop and 


the marketing quota position as indicated by the supply percentage. 


Million bushels 
Normal supply and marketing quota level: (adjusted) 


1. Domestic consumption, 1956-57 (adjusted 

2. Exports, 1957-58 

3. Total (item 1+ item 2) 

4. Allowance for carryover (20 percent of item 3) 

5. Normal supply (item 3+ item 4) 

6. Marketing quota level (120 percent of item 5) 
Total supply and supply percentage: 

7. Estimated carryover, July 1, 1957 

8. Estimated production, 1957 

9. Estimated imports, marketing year 1957-58 

10. Total supply (item 7+ item 8+ item 9) 

11. Supply percentage (item 10--item 5) 


Determination of national wheat acreage allotment: 


1, Normal year’s domestic consumption million bushels 

2. Normal year’s exports Benton 

3. Total (item 1+ item 2) do 

4, 30 percent of |normal year’s domestic consumption and 
exports million bushels 

5. Normal year’s domestic consumption and exports plus 
30 percent (item 3+ item 4) - .._.million bushels 

6. Indicated carryover, July 1, 1958 : ...do 

7. Estimated imports, marketing year 1958-59__- _do 

8. Total (item 6+ item 7) donk : _._.do 

9. Production needed in 1958 (item 5—item 8)__--.---do 


eg bushels 


10. National average yield per planted acre 


11. Indieated national acreage allotment acres_._ 23, 


12. Minimum national acreage allotment (established by 
law) __- Sec ax 


1 Adjusted to provide a more normal amount of wheat for domestic use. 


1625 
350 
975 
195 

1,170 
1, 404 


960 
S60 
5 

1, 825 
156. 0 


636 
324 
460 


288 


1, 248 
875 

5 

SSO 
368 
15. 9 


144, 564 


. 55, 000, 000 


State acreage allotments which are based on wheat acreages for the past 10 
years with adjustments for planting trends, weather, and other factors were 


announced on April 19. 
Wheat allotment 











{Acre J 

State 1957 1958 State | 1957 
Arkansas . 5 49,334 || Ohio 1, 558, 108 | 
California. - 436, 142 445, 004 Oklahoma 4, 878, 623 | 
Colorado _. 2, 766, 025 2, 704, 917 Oregon. 819, 060 
Delaware_. 33. 601 | 35, 435 Pennsylvania | 600, 754 
Georgia. 103, 143 | , South Carolina | 136, 151 
Idaho 1, 156, 480 1, 152, 744 South Dakota ‘ 2, 746, 578 
Illinois 1, 414, 575 1, 386, 663 || Tennessee , 198, 701 | 
Indiana 1, 144, 137 1, 137, 045 Texas | 4,149, 071 | 
Iowa. 5 § Utah. | 314, 303 | 
Kansas Virginia . 252, 514 | 
Kentucky. Washington .--| 1,994, 450 | 
Maryland West Virginia. - | 40, 030 
Michigan__- Wisconsin 40, 215 
Minnesota Wyoming. - - 208, 678 
Missouri__... 
Montana Total commercial | 
Nebraska al area | 54, 900, 115 
New Jersey__- Total noncommercial | | 
New Mexico. area... 83, 385 
New York. ; National reserve... 16, 500 
North Carolina. ! - 
North Dakota Total... __...| 55, 000, 000 








316, 068 
259, 436 
2, 014, 392 
40, 393 

48. 875 
291, 578 


54, 896, 687 


86, 813 
6, 500 


55, 000, 000 


A referendum must be held between the date of the issuance of the proclamation 
of the national marketing quota and July 25 to determine whether farmers favor 
or oppose such quota. In a referendum held June 20, 1957, 86.2 percent of the 


farmers voting favored marketing quotas on the 1958 crop of wheat. 
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The national acreage allotment (less a reserve of not to exceed 1 percent thereof) 
is apportioned among States on the basis of the acreage seeded for the production 
of wheat during the 10 calendar years immediately preceding the calendar year 
in which the national acreage allotment is determined with adjustments for ab- 
normal weather conditions and for trends in acreage. 

The State acreage allotment, less a reserve of not to exceed 3 percent thereof, 
is apportioned among the counties on the basis of the acreage seeded for the 
production of wheat during the 10 calendar years immediately preceding the 
calendar year in which the national acreage allotment is determined with adjust- 
ments for abnormal weather conditions and trends in acreage during such period 
and for the promotion of soil conservation practices. 

The allotment to the county is apportioned, through local, committees, among 
farms on the bases of past acreage of wheat tillable acres, crop-rotation practices, 
type of soil, and topography. Not more than 3 percent of the county allotment 
must be apportioned to farms on which wheat has not been planted during any 
of the 3 marketing years preceding the marketing year in which the allotment 
is made. 

The farm marketing quota is the actual production from the acreage planted 
to wheat on the farm less the farm marketing excess. The farm marketing excess 
is the normal yield times the excess acres but it may not exceed the difference 
between the actual production on the farm less normal production of the acreage 
allotment. The rate of penalty on wheat is 45 percent of the parity price per 
bushel on wheat as of May 1 of the calendar year in which the crop is harvested. 
The penalty may be avoided by (1) storing farm marketing excess in accordance 
with regulations established by the Secretary or (2) delivering such excess to the 
Secretary for his disposal. The farm marketing excess is subject to penalty even 
though it is used on the farm. . 

A wheat marketing quota is not applicable to any farm on which the acreage 
planted to wheat does not exceed 15 acres or the normal production of the acreage 
planted to wheat of the current crop is less than 200 bushels. Recently enacted 
legislation (Public Law 85-203) permits farmers whose acreage allotment is 
less than 30 acres to grow up to 30 acres of wheat without being liable for market- 
ing quota penalties for use exclusively on the farm where produced. If, for 
any marketing year, the acreage allotment for wheat for any State is 25,000 acres 
or less, the Secretary may designate such State as outside the commercial wheat- 
producing area for such marketing year. 


Cotton acreage allotments and marketing quotas (1,092 counties) 


A national marketing quota must be proclaimed not later than October 15 
whenever, during any calendar year, it is determined that the total supply exceeds 
the normal supply for upland cotton and for extra long staple cotton, whenever 
the total supply exceeds normal supply by more than 8 percent, 

Upland cotton.—On October 11, 1957, a national marketing quota of 11,920,290 
bales and a national acreage allotment of 17,391,304 acres were announced. In 
accordance with the provisions of section 302 of the Agricultural Act of 1956, the 
national acreage allotment is the same as for 1956 and the national marketing 


quota has been set at the number of bales required to provide an acreage allot- 
ment of this size. 


Total supply, 1957-58 marketing year: Bales 
1. Carryover, Aug. 1, 1957 _...-. 10,942,000 
2. Indicated production, 1957 oweccode Se eee 
3. Estimated imports 50, 000 





4, Total (item 1+item 2+ item 3)................._....... 2 23, 162, 000 
Normal supply, 1957-58 marketing year: 

5. ‘Dowmeeue consumeuon. Boor. tooo oe a ess 8, 500, 000 

ne eg RE RE tt Es ER ee rates ae ntnem —-..ror one 

4. LOeae (reer O~+ 100m 6)..g ~ jee dewncacee é atdviteeie cuts, ee 


: pany } 
8, Allowance for carryover (30 percent of item 7)- va 4, 050, 000 


. 550, 000 
bashes Paes A 132. 0 


D. “FOCAL (Gil 7+ 166k Gl. « Kon eee eee dots sejes Wea acer ee 
10. Supply percentage (item 4-+item 9) ____ 
1 October crop estimate. 


2 Includes the commodity set-aside from normal marketing channels under title I of the Agricultural Act 
of 1954 and excludes current crop ginnings prior to Aug. 1. 


State acreage allotments were announced on October 18, 1957. 
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Cotton acreage allotted, 1957 compared with 1958 crop 


| Crop acreage allotted || Crop acreage allotted 





State ener uA State ‘< - 
| 
1957 1958 1957 | 1958 

Alabama. --- ; -| 1,028, 617 1, 035, 463 || Missouri... ae 376, 103 | 
i ee ; 360, 892 367, 572 || Nevada... L Eddie 3, 320 | 
Arkansas : , 1,416,819 | 1,411,984 || New Mexico | , 029 
Califernia__.... E 810, 445 812, 487 North Carolina 92, 877 
Florida. 38, 671 6 Oklahoma , 990 
Georgia___- ae ; 904, 813 , 387 || South Carolina , 837 
I ce Ss sees 3, 182 3,171 || Tennessee. 569, 335 
Kansas S epdieee eatecin 30 24 || Texas_.-. ,503 | 7, 
Kentucky. -._-- 7, 966 7,775 || Virginia. 7, 925 | 
Louisiana_._...--- ‘ 609, 540 609, 922 —_—_—_—— —— 
Maryland : 25 15 Total... : .| 117,585,463 | ' 17,554,528 
Mississippi : .| 1,643, 544 1, 660, 110 | 


! Includes additional acreage required so that State allotment will equal 99 percent of prior year’s allotment 
and also allocation to the State from the national reserve to provide minimum farm allotments pursuan t 
to the provisions of the Agricultural Act of 1956, 


Extra long staple cotton ——On October 11, 1957, a national marketing quota of 
79,022 standard bales of 500 pounds gross weight and a national acreage allotment 
of 83,286 acres were proclaimed for the 1958 crop. 

Quotas and allotments will apply principally to American-Egyptian, Sea Island 
(in the continental United States and Puerto Rico), and Sealand cotton. 


Total supply, 1957-58 marketing year: Bales 
1. Carryover, Aug. 1, 1957 ‘ gras 3 ; * . 49, 900 


2. Indicated production, 1957- 
3. Estimated imports 


1 90, 400 
70, 000 


4. Total (item 1+item 2+ item 3)______- ; 210, 300 
Normal supply, 1957-58 marketing year: 

5. Domestic consumption, 1957_ - A ... 115, 000 

6. Estimated exports 30, 000 

7. Total (item 5-+item 6 ~ , ; 145, 000 

8. Allowance for carryover (30 percent of item 7)- 43, 500 


9. Total (item 7+item 8 bps 188, 500 
10. Supply percentage (item 4+ item 9) oo 111. 6 


1 October crop estimate. 


Acreage allotted, by State, 1957 crop compared with 1958 


Number of | 1957 acreage | 1958 acreage 
Stat designated allotted | allotted 
counties 


Arizona _. Le 9 36, 657 
California 2 616 
Florida. __ 15 1, 301 
Georgia : 3 135 
New Mexico 5 17, 522 
Texas ll 29, 983 
Puerto Rico 9) 3, 143 

Total . . ‘ : 89, 357 





1 North and south areas 


Not later than December 15 following the proclamation of quotas a referendum 
must be held to determine whether farmers favor or oppose such quotas. Pre- 
liminary returns indicate that in referendums held December 10, 1957, 93 percent 
of the farmers voting favored quotas for the 1958 crop of upland cotton and 
88.1 percent favored quotas for extra long staple cotton, 
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The national acreage allotment is apportioned to the States on the basis of the 
acreage planted to cotton (or regarded as planted) in the 5 calendar years 
immediately preceding the calendar year in which the national marketing quota 
is proclaimed with adjustments for abnormal weather. 

The State acreage allotment is apportioned to counties on the basis of the acreage 
planted (or regarde sd as planted) to cotton in the 5 calendar years immediately 
preceding the calendar year in which the national marketing quota is proclaimed 
with adjustments for abnormal weather. 

The State committee is authorized to reserve not to exceed 10 percent (15 
percent in the case of one State) of the State allotment for adjustments in county 
allotments due to trends in acreage, abnormai conditions affecting plantings, small 
or new farms, or to correct inequities in farm allotments and to prevent hardship. 

The county acreage allotment (less the reserve) is apportioned to farms on 
which cotton has been planted in any one of the past 3 years, (1) by allotting 
initially to each farm the smaller of 5 ac res or the highest number of acres planted 
to cotton in such 3-year period and (2) by allotting the remainder to farms (other 
than those whose initial allotment was the highest number of acres planted in the 
past 3 years) on the basis of a county cropland percentage, excluding the acre- 
ages devoted to specified crops and nonirrigated lands in irrigated areas. No farm 
may be allotted an acreage under this provision in excess of the highest number 
of acres planted in the past 3 years. 

The county committee may reserve not to exceed 15 percent of the county 
allotment for establishing new farm allotments and for adjusting old farm allot- 
ments, but not less than 20 percent of the reserve must be allotted to farms 
which otherwise would receive allotments of not more than 15 acres. 

The farm marketing quota is the actual production from acreage planted to 
cotton on the farm less than farm marketing excess. ‘The farm marketing excess 
is the normal yield times excess acres, but it may not exceed the difference be- 
tween the actual production on the farm less the normal production of the acreage 
allotment. 

For upland cotton, the farm marketing excess is subject to a penalty at a rate 
equal to 50 percent of parity price as of June 15 of the calendar year in which the 
crop is produced and for extra long staple cotton the penalty rate is t hig] 
of 50 percent of parity price or 50 percent t of support price. 





Corn acreage allotments (9382 counties) 

The Agricultural Act of 1956 made acreage allotments on the 1956 crop of 
corn ineffective and provided that a referendum of farmers be held not later than 
December 15, 1956, to de a ermine whether farmers favor base acreages in lieu of 


acreage allotments for the 1957 and subsequent crops of corn for the duration of 
the acreage reserve aad Inasmuch as less than two-thirds of the farmers 
voting in the referendum held December 11, 1956, voted in favor of base acre- 


ages, acreage allotments on corn will continue in effect. 

The acreage allotment of corn for any calendar year (which must be proclaimed 
not later than February | of the calendar year in which such acreage allotment is 
determined) shall be that acreage in the commercial corn-producing area which, 
on the basis of the average yield for corn in such area during the 5 calendar years 
immediately preceding such calendar year, adjusted for abnormal weather con- 
ditions, will produce an amount of corn in such area, which together with corn 
produced in the United States outside the commercial corn-producing area and 
corn imported, make available a supply for the marketing year beginning in such 
calendar year, equal to the normal sup ply. The acreage allotment must be pro- 
claimed not later than February 1 of the calendar year for which such acreage 
allotment was determined. 

The acreage allotment for corn is apportioned among counties in the commercial 
corn-producing area on the basis of acreage seeded for the production of corn 
during the 5 calendar years immediately preceding the calendar year in which 
the apportionment is determined with adjustments for abnormal weather condi- 
tions and for trends in acreage during such period and for the promotion of soil 
conservation practices. 

The acreage allotment for the county is apportioned through local committees 
among the farms within the county on the basis of tillable acreage, crop-rotation 
practices, type of soil, and topography. 

Although not expressly provided for in legislation, the acreage allotment for 
the commercial corn-producing area is apportioned among the States in such area 
to facilitate administration 
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The commercial corn-producing area for 1958 announced on October 7, 1957, 
includes 932 counties in 26 States. The designated area for 1958 includes 2 
more States (Florida and South Carolina) and 38 more counties than the 1957 
area, 


Computation of 1958 national corn acreage allotment 


Normal supply: Million bushels 
1. Domestic consumption (1957-58), adjusted_.........__--- 3, 075 
2. epores (1956-50), eatimate: 0525 2. te ck Seed 185 
Suaone (aeons P-Pitem: 2) oo. oc oe a eo ck Tira suas 3, 260 
4. Allowance for carryover ( 15 pe recent of item 3)_.______- 25 189 
5. Normal supply (item 3+ item 4)_......................-- 3, 749 
Acreage allotment: 
6. Carryover indicated Oct. 1, 1958- ig a la a i tL 1, 450 
7. Total production needed (item 5—item sex, ites 2, 299 
8. Estimated production outside of 1958 commercial area and 
imports-__-_--- 5 5 i ak clas aber A SO asia the eli a ‘5 525 
9. Production needed in commercial area (item 2—item 8)__- 1, 774 


10. Adjusted average yield in commercial area, 1953-57 (bushels 
per acre)... .. : 145. 7 
38, 818, 381 
1 5-year average adjusted by eliminating, on a county basis, yields below 75 percent of the aver: “2 of the 
average of the other 4 years, and substituting, on a commercial corn area basis, the adjusted 5-year average 
(48.4) for the exceptionally high yields in 1956 and 19657. 


11. Indicated allotment for 1958 (acres) 








Number of counties in Total acreage allotment for 
commercial area commercial corn counties 
St € 
1957 1958 1957 1958 

Alabama !__-. S 17 303, 314 
Arkansas . 4 4 87, 706 
Delaware : 3 3 108, 971 
Florida , ; ‘ B iw 
Georgia !. ake - 14 | 28 378, 147 
Iilinois 102 102 5, 857, 909 5, 
Indiana - b 5 92 92 3, 016, 533 3, 
Iowa Fis keee = 99 99 6, 862, 686 6, 
Kansas._. : “ 23 23 905, 079 
Kentucky -- ; ; ; 52 52 909, 810 
Maryland_.__-_- : : : 16 16 263, 825 
Michigan ! i Paha 35 37 995, 695 1,1 
IN ssh elptignniws 60 60 3, 436, 176 3, 5 
Missouri !_._. 72 73 2, 381, 250 2, 
Nebraska. - ~ ss need 61 61 4, 172, 390 4 
New Jersey....------ = il 1] 104, 900 
North Carolina. _-_- 5 32 32 850, 262 
North Dakota___.- 2 . l l 71, 182 
I ees é eA : 71 71 2, 156, 784 2 
Pennsylvania. : wulca 31 31 82, 079 
South Carolina !__- . 2 bikin 
South Dakota.. ‘ 32 32 1, 948, 675 1, $ 
Tennessee... __. ja 25 25 458, 135 
Virginia ! ite whens 38k 10 15 123, 548 
West Virginia.....--. sites 7 2 2 15, 835 
Pe idicigintannnen van pest 38 38 1, 297, 998 1, 336, 013 

Tee. iia Sima 894 | 932 37, 288, 889 38, 818, 381 








1 State acreages are not directly comparable for the 2 years because of changes in the number of counties 
included in the commercial corn producing area, 
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Rice acreage allotments and marketing quotas (157 counties) 


On November 20, 1957, a national rice-acreage allotment of 1,652,596 acres and 
marketing quotas for the 1958 crop of rice based on this acreage were proclaimed. 

Marketing quotas for rice must be proclaimed (not later than December 31) 
whenever in any calendar year it is determined that the total supply of rice for the 
marketing year beginning in such calendar year will exceed normal supply for such 
marketing year by more than 10 percent. Marketing quotas for any crop of rice 
may be proclaimed at any time during the calendar year preceding the calendar 
year in which the crop will be produced. 

A referendum must be held within 30 days after the proclamation of quotas to 
determine whether farmers approve quotas. In order to become effective, at least 
two-thirds of the farmers voting must favor quotas. 

Not later than December 31 of each calendar year, a national acreage allotment 
for the crop of rice to be produced in the next calendar year must be proclaimed. 
The national acreage allotment is that acreage which will, on the basis of the 
national average yield of rice for the 5 preceding calendar years, produce an 
amount of rice adequate, together with the estimated carryover from the market- 
ing year ending in the calendar year then current, to make available a supply for 
the marketing year beginning in the next calendar year, not less than the normal 
supply. 


Determination of rice normal supply, marketing quota level, total supply and supply 
percentage 
Thousand 


Normal supply and marketing quota level: hundredweight 
1. Estimated domestic consumption, 1956—57_____.._..____-- . 27,02 
2. Estimated exports, 1957-58_.___-__- Bisnis Sacer seis 000 
3. Total (item 1+ item 2) -_--_- i on antec de cing 
3. Allowance for carryover (10 perce ent of item 3)..........---. 4, 603 
5. Normal supply (item 3+item 4)______- pica Saeec een aes 50, 630 
6. Marketing quota level (110 percent of item 5)-_.______- 55, 693 


Total supply and supply pe . entage: 


7. Carryover on Aug. 1957 - Si Sere set Pete 
8. Estimated a ematias Nin Sorin ocala ack a _... 42, 904 
9. Estimated imports, 1957-58__.._.......----- sip Ail ea eo aa 200 
10. Total supply (items 7+ item 8+item 9)_____- ; ... 68, 193 
11. Supply percentage (item 10~item 5) - _- a a 124. 8 


Determination of normal supply and national rice acreage allotment 
Thousand 


Normal supply: ! hundredweights 

1. Estimated domestic consumption, 1957—58____._.._...------- 27, 193 

2. Estimated exports, 1958-59__.______--- De 2d. oe a ne 

3. Total (item 1+ item 2).__~ . 5 alk 43, 193 

4. Allowance for carryover (10 percent of item 3)-- okie Siena ee 

5. Total (item 3+-item 4)_.___._____- Sader Way ee 
National acreage allotment: 

6. Estimated carryover on Aug. 1, 1958- j gpobabiahds 17, 000 

7. Indicated production needed in 1958 (item 5—item 6) ____- 30, 512 

8. National average yield per planted acre, 1953—57___pounds_ - 2, 792 

9. Indicated acreage allotment (item 7~item 8)____-_- acres__ 1, 092, 837 

10. Minimum national acreage allotment for 1958__._....do____ 1, 652, 596 


! Normal supply is for the marketing year commencing in the calendar year for which the national acreage 
allotment is determined. 


Preliminary returns indicate that 91.0 percent of the farmers voting in a ref- 
erendum held December 10, 1957 favored marketing quotas for the 1958 crop of 
rice. 
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Rice acreage allotted 1957 compared with 1958 


Apportion- Total allot- 
State ment of 1957 


ted acreage 
national rice | in 1958 
allotment 

Arizona. | 229 229 
Arkansas | 398, 890 | 399, 014 
California... ; ai | 299, 674 | 299, 767 
Florida 956 | 957 
Illinois _ - : 20 | 20 
Louisiana Rawk ee : 474, 863 | 475, 010 
Mississippi 46, 660 | 46, 675 
Missouri 4, 578 4) 767 
North Carolina_ 20 29 
Oklahoma “ 149 149 
South Carolina. __ 2, 846 2, 846 
Tennessee. _ _- . 517 517 
Texas. a ‘ » $22, 185 $22. 316 

Total apportioned to States | 1, 651, 596 | 1, 652, 296 
Unapportioned national reserve 1,000 | 300 

United States total ‘ ; Re 1, 652, 506 1, 652, 596 


The national acreage allotment, less a reserve of not to exceed 1 percent thereof 
for apportionment to farms receiving allotments which are inadequate because 
of an insufficient State or county allotment or because rice was not planted on the 
farm during all preceding 5 years, is apportioned among the rice-producing States 
on the basis of the average number of acres of rice in each State during the pre- 
ceding 5 years, with nee for trends in acreage during such period. 

The State acreage allotment is apportioned inl of 2 ways: 

1. To rice produce rs on the basis of past production of rice by the producer, 
taking into consideration the acreage allotments previously established for such 
producer (in the State), abnormal conditions affecting acreage, land, labor, and 
equipment available for the production of rice, crop-rotation practices, and 
soil and other physical factors affecting the production of rice. Not more than 
3 percent of the State acreage allotment is apportioned to persons who have not 
produced rice during any 1 of the past 5 years. The producer allotments so 
determined are assigned to farms on which the producers will be engaged in 
producing the crop of rice for which the allotments are established. 

2. If the Secretary, upon recommendation of the State committee determines 
that such action will facilitate the effective administration of the act, the State 
acreage allotment is apportione :d to farms on which rice has been produced during 
any one of such period of years on the basis of foregoing factors using past produc- 
tion of rice on the farm and the acreage allotments previously established for the 
farm in lieu « dx ist neoduction of rice by the producer and the acreage allotments 
previously established for such producers. Not more than 3 percent of the State 
acreage allotment is apportioned to farms on which rice has not been produced 
for the past 5 years on the basis of the applicable factors heretofore mentioned. 

The farm marketing quota is the actual production on the farm less farm 
marketing excess. The farm marketing excess is the normal production of the 
number of acres planted in excess of the farm acreage allotment, except that the 
farm marketing excess may not be larger than the amount by which the actual 
production on the farm exceeds the normal production of the farm acreage allot- 
ment if the producer furnishes proof of such actual production to the Secretary. 

Whenever marketing quotas are in effect the produce r is subject to a penalty 
on the farm marketing excess at a rate per pound equal to 50 percent of the parity 
price as of June 15 of the calendar year in which the crop is produced. The 
penalty may be scebhe d or postponed by storage or by disposing of the commodity 
in such other manner not inconsistent with the purposes of the act, as the Secre- 
tary shall prescribe, including delivery to the Commodity Credit Corporation or 
other agency within the oer eae The marketing quota penalty was set at 
$2.88 per hundredweight for the 1957 crop. 


Quota penalty collections 


The following table shows the cumulative marketing quota penalty collections 
which, except for rotund to producers, are eventually covered into the general 
fund of the Treasury. 
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Summary of cumulative net marketing quota penalty collections through June 30, 1957 





























| | | | 
Marketing year Tobacco | Peanuts Wheat Cotton | Rice | Total 
| a 

1938-39_..- | $043, 225.00 |...........-- hosted ae. CURES oe $1, 161, 607. 38 
1939-40____ cs [pninaneo=neneneal , SU GMR SB To... 518, 628. 98 
1940-41..........__| 672,010. 20 | 672, 923. 32 | 2 1, 344, 933. : 
1941-42____ | 184,972.89 | $44,110.13 | $13, 111, 042. 87 2, 009, 036. 69 | | 15, 349, 162. 58 
1942-43... __- | 422,393.90 | 104,840.90 | 2, 087, 182. 66 1, 489, 990. 83 | | ¢ 054, 408. 29 
1943-44____ 514, 563. 85 | tia8 3 sn _-----| 514,563.85 
1914-45... ---| 1, 738, 585. 09 D pistnigaias = plied -----| 1,738, 585. 09 
1945-46 __- | 4, ae 49 | ins ; | 4,017, 148. 49 
1946-47 ___. ae 3 | 4,064, 339. 73 
1947-48____ | 5 f | | 1, 005, 258. 52 
1948-49 __ | 1, 519, 056. 74 | 1, 519, 056. 74 
1949-50__. . 2, 739, 22 
1950-51........_.__] 3,890, 715.22 | 288,248.01 |._..____._.__- 904, 579. 29 | 5, 083 
1951-52. | } 5, 192, 43° 

5 53- = | 3, 790, 289. 01 





| 3,425, 304. 08 
2, 785, 319. 18 525, 95s | | 8,820, 898. 08 
2, 893, 756. 60 | 2, 149, 385. 89 | $45, 064.13.| 6, 451, £84. 28 
3, 943, 324.85 | 1, 227,958.24 | 39,158.23 | 5,871, 981.15 

25, 788. 64 ofl j 25, 788. 64 





Total. 39, 485, 392.10 | 2, 605, 859. 9z 24, 796, 414.80 | 9, 716,845.20 | 84,222.36 | 76, 688, 734. 38 


| 
| 
| | 


LEGISLATION ENACTED, IST SESSION, 85TH CONGRESS, AFFECTING ACREAGE ALLOT- 
MENT AND MARKETING QUOTA PROVISIONS OF THE AGRICULTURAL ADJUSTMENT 
ACT OF 1938 


Tobacco 

Publie Law 85-92: 

(a) Provides that with respect to the 1958 and subsequent crops, type 21 
(Virginia) fire-cured tobacco shall be treated as a ‘“‘kind of tobaceco’’ for all the 
provisions of section 301 (b) 15, title III, of the Agricultural Adjustment Act of 
1938, as amended, except that for the purpose of section 312 (c) of such title, 


types 21, 22, and 23 shall be treated as one ‘‘kind of tobacco.” 


Peanuts 


Public Law 85-127 removes green peanuts from the marketing quota penalty 
provisions. 


Wheat 


Public Law 85-13: Provides for increased durum wheat acreage allotments and 
marketing ie is for the 1957 crop for farms located in count ies in specified States 
which are (1) capable of producing class II durum wheat ree 2) have produc ed 
such wheat for commercial food products during 1 or more of the 5 years 1952 
through 1956. 

Public Law 85-203: Provides that farmers whose wheat acreage allotment is 
less than 30 acres may grow up to 30 acres of wheat for use exclusively on the farm 
where produced. This provision will apply to the 1958 and future crops. It also 
provides that no acreage seeded to wheat for harvest as grain in 1958 or thereafter 
in excess of the wheat acreage allotment on any farm, regardless of the size of the 
wheat allotment shall be considered in establishing future State, county, or farm 
acreage allotments 


All basic commodities 


Public Law 85-266: Eliminates the requirement that notice of intent not to 
plant the full acreage allotment must be filed with the county committee in order 
for a farmer to receive credit for future acreage allotment purposes. It counts the 
acreage underplanted in 1956 if the committee was notified. It does not count 
acreage released under surrender and reapportionment provisions. 

The Commodity Stabilization Service, as a part of its regular activities, is re- 
sponsible for part of the continuing activities of the Department in the area of 
preparedness measures relating to food and the domestic distribution of fart 
equipment and supplies. Such work, financed from this appropriation, includes 
periodic evaluation of requirements : and supplies of food (including fibers, tobacco, 
and oilseeds) and supporting nonfood materials and facilities. Work also includes 
analyses to determine the ability of the United States to supply necessary food in 
an emergency period and to point out problem areas. 
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ASC COUNTY COMMITTEES 
DECREASE IN FUNDS REQUESTED 


Mr. Wuirrten. I notice you ask for a decrease of $1 million for the 
ASC county offices. I believe your general statement covers that 
fairly well. At best that is an estimate; is it not? 

Mr. Breacu. Yes; it is primarily a reflection of two things. One is 
the smaller quantity of corn acreage which is to be me asured and the 
other is a saving resulting from the combination of the work on acreage 
reserve and conservation reserve measurement with the measurement 
work on acreage allotments and marketing quotas in the same crops. 


COUNTY OFFICE MANAGERS 


Mr. Wuitten. Comment was made earlier about a story appearing 
about your changing from farmer committees to “bureaucrats’’—I 
believe that was the word used. Is that the program where you begin 
in certain areas of the country to hire managers as against the using of 
members of the various farmer committees? 

Mr. Beacu. Yes, sir. In 17 States, there was a common practice to 
utilize the committee for full-time administrative-type work. In 
those States, changes were made to put in a committee manager, and 
changes were made in those States the same as in the remainder of 
the States as to part-time work. 

Mr. McLain. That had been going on in those States for many, 
many years, Mr. Chairman. 

Mr. Bracu. Yes. 

Mr. Wuirten. How about the number of people that you have in 
the coming years compared to the present? 

Mr. Beacu. On acreage allotments and marketing quotas? 

Mr. WuirtTENn. Yes. 

Mr. Beacn. There is a decrease in the county offices of 339 man- 
years as a result of this decrease of a million dollars. 


SOIL“~BANK PROGRAM WORKLOAD 


Mr. Wuitten. This acreage reserve program, do you have the same 
workload in measuring if land is out of production as you have if it 
is in production? 

Mr. Bracu. Yes; you have duplicates of your workload. In other 
words, you have to assure compliance with the allotment and with 
the acreage-reserve contract. 

Mr. Wuirten. In other words, you have the same job of measure- 
ments? 

Mr. Bracu. Yes, sir. The economy comes about by being able 
to do 2 jobs with 1 visit and the soil bank funds bear a share of the 
cost. 

Mr. Wurirren. We will get to the soil bank later, but do you have 
the total personnel that you will use in the two? W hat is the request 
in connection with the soil bank? If you don’t have that, you can 
insert it so we can have the full story. 
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Mr. Breacu. I can give you the soil bank requests. The total 
requests for operating expenses of the soil bank is $4,581,000 for 
National and State committees and $8,419,000 for county committees, 
for the acreage reserve. For the conservation reserve, $6,500,000 for 
National and State committees and $13,500,000 for county committees. 

Mr. Wurrren. Could we have the appropriate sheets in the record 
at this point to bring the two together. 

(The material referred to is as follows:) 





lad pue eseq YyuEq-T}0s jo 


UIYST[Qeise ‘peullojied 


03 S80 id a@AJaSal-U0T} 



























| BAIOSIOD JO I JUTULI9}EP 
| ‘sojel [ejuel ZuTYsTTqeisy 
98F ‘OT8$— [808 ‘290 ‘T$|808 ‘790 ‘I$! PRE | ; “a “~~ | OZ “BLE I$) f6Z “628 ‘TS #88 ‘9 090 ‘TER ‘TS F8E ‘9 (090 ‘ZER ‘TS FRE ‘DO I UI 9OT$ put ae | 
ul , Zuyjooul g 
| | | B OUI 491I38Tp 
| | | 10 snjd 4AjuN0O 
} | | | | Jed s#utjoom ‘se.inpeo 
| j | -oid pue su Zo1 Apnys 
| | “SaTi[Roo, =put seTq7unoo 
| | | | ! } | 7 iZ0id do 
| | | | - 1 943 sonp 
| | } . um0o pue 


sic] -SHUT]90 JT 















































































(—) 10q | | | 190 1aq 
eseeloep | gunoury | - yun -lInN 1 oury nN | qunoury |-1unN 
Jo } JunoUIB t }UNLOUIE UT 
(+) ee Coes ES IeIOy, | f [8I0.] : soot nod OSy 
oseelouy uleis0id 6c6I | dges6r | reiZ01d | Zoid 1061 ulvigoid {°o6] UIvsZ0IG ges] 
| | | | 
| | | 
& 000 ‘000 ‘—| 000 ‘00g ‘9 gg 000 ‘008 ‘8 Lig 268 “6ST ‘OT 
we een | eres paneeeeeeenee | one s aialiallee toed pope . ‘ : i 
— ae 00¢ ‘8 I 
oseunesses | 00g ‘28 eI 00S I < 
| | I 
xf 000 “000 ‘T Z9T 000 ‘000 ‘I 191 £00 ‘SLZ 
i 
i | 
. il 000 ‘c98 ; PFO ‘PSL 
000°000'Z$ 000 ‘000 ‘2 | OF 000 ‘t ot 619 ‘LES ‘9 if 
| | 
000 ‘6& | t 000 “6 $ LEZ Si o y d 
| | BAIISUOLY Nosy 
000 “OOT ‘OOT FRO ‘9 ad sso 
= vf 000 ‘OOF ‘Z$ | ZEL 000 ‘OOF ‘Z$ > | 000 ‘009 ‘I$ TY $009) }UITI00 
| puw sso 
| 0 PUB S8OI 
| | as | 
(—) jUNnOoULy sivok-UB yyy ;uNOWy 1v9A-UB oury sivoA-uByy 
esBel0ep | | | : 
4O (+) ieee : oe ee eee ee or oe" F on: ; 7 
esueloUuy 6861 BOA [LOST A 
| 





6961 PUD "SO6T ‘LOGI savah poosyf ‘ajpwmiysa fo sispg—swp.boid yung-]108 ‘aasasas UOLWDALaSUO) 





1729 





000 ‘000 ‘% 


069 “oeI— 
#00 ‘6L2— 
¥69 ‘e0b+ 


SZI ‘91+ 


--------- log ‘gp 


GZL ‘th— 
0¢2 ‘66+ 


OOT ‘8ze ‘1+-/00T ‘896 ‘T 


026 ‘2% 


09% ‘b+ 


OOS '6bZ ‘I— 


— |000 ‘000 ‘02 


" {000 ‘poe ‘ET\¢ 


Cs ‘068 ‘I 





lore “ye0‘ 


R89 “E99 “LZ 











wo 








OOT ‘896 ‘T 


[$/000 ‘06 |006 ‘ze 











00S “LET ' | 





i---""""|000 ‘000 ‘zz 
i 


OO1F jose ‘ORe 


000 ‘OT |000 ‘ez 





| 


000 “1Z£/000 ‘OE9 


| 


~~" 1006 "896 


vend 000 ‘22h F [000 ‘Leb ‘& [000 ‘Ste 





“""" 1682 ‘O99 ‘I 
eee" 126P ‘260 “T 
| ~~ 1602 ° 1g ‘Ol ves ¥ 





ee 000 “oos ‘€1/000 °268 “TI 


19UE “OCF *T 


lOLT ‘296 





000 ‘212 


1000 ‘Oe 


\089 ‘968 ‘T 


| 


| 
' 
| 
| 
| 
} 


1006 ‘886 


| 


| 


268 ‘681 ‘6I|” 





|000 ‘960 & 


| 
“000 ‘09 ‘t| (000 ‘000 ‘6 «000 * 406 ‘9 


v6 ‘e¥8 ‘L an p18 r b10 629 % 
































000 ‘OFT/00¢ ‘Zse 











"RO6T 1804 ney T O00 0} peuinjes oq [ITM pus SuanETE SBM 161 OFS JUNOUTE SII JO 1 


oe ee ested 
“x9 Sulqeisdo Ads 
-91-M0/JBALISUOD [BIOL 
$90(yo AJUNOD [ejOIQUg 


~--gastodxe 10470 [Ty 
<F ““““19ABLI, 
Sad Alas [BUOSJod [840,], 


--=---""=1980 SJU90 OZ 
1¥ ‘“Saeip 341s-—yO pus 
9AI9SOI-U0]JVAIISMOD *UIIOJ 
yuo Aed- jequel oieneend 

~Yove $4U90 FZ 1V 
‘sp10001 [013000 9a2BaIN8 
Pus TO]7BO0][8 puny AjuNOD 
SUlUBIUIVUL ‘seTq]pourUIOD 
DISBY JO} SJWIUTOI[V 9iNyNy 
ysi[qeisa pus yojo1d 03 
AI¥SS909T ~SP1OIEI VFBaI0B 
Buyyooyo pus TE 
~~ “6961 Ul gl°c1$ 
pus ‘ge6 Ul OS°SI$ ‘2961 
ul Yous Ig YY ‘“‘spunjez 
PUB SUOTVUJULII} ‘SUOTIBIOLA 
. “ove $]U80 CL 1V 
‘SINO 3uIpnpu ‘s}uew 
-ABd 90]}081d-U0]}BAIASUOD 
Jo} suoyjeoyjdde suyiedeig 
“6861 Ul OT'O$ PUB ‘go6T UT 
9¢ JY ‘“esveI08 poqjulied 
pus sjo[d @AJ9Se1-U0]1BA 
-19su00 JO soUBI[duI0D Zul 
“UJULI940 P pus uo}edsuley 
~~ “6961 UT big 
pus ‘geet Ul 92’ FI$ 
uy Wy 10d R’fI$ TV *(ezR 
-0108 pe}j{Uulied Zurpnypoul) 
eaouBy{dulod Zuryoeyo pu 
SULIVJ 9A19S0I- U0] }BA1ISUOO 





| GO soURUIIOJI0d ZuyUTULIe} 


-ap pue o#eel08 Suyinsva yy 
6861 Ul ZE FS pUB ‘go6T UT 


| O& $$ °ZC61 UIOL'ES IV “40819 


-U00 Zuyus]s pu’ uoyjnoexe 

*‘I9ULIVJ OF Jago vyeut ‘A104 

“SIq dold 4oa[joo sarpae 

-uT ‘soqjtatjoe dnugyjs 

| 838p UWirj JO uoTEIN 109 
~------17 BJ Jod GL°Z1$ 38 

| dnudis 03 1011d 98eel0e jo 

uoTwedsul ‘adves0" poz 








P 000 ‘189 “F £ ‘189 
008 ‘ZI | 0’ 008 ‘ZI 
00¢ ‘28 Ue | 00¢ "28 





000 ‘TE% 000 “LEZ “b$ 
| 
| - 
} junoUry Siva A-UB IY ouly 
(—) 9s¥o.0 | 
-Op 10 (+) | >, — = 
eseeluy 6S6I nod [BOST J RBI 


000 ‘0SZ 





000 ‘0SZ 









‘ 


696] pup 








S961 “L96[ 84D fi jposyf 


OF LIS ‘g z 
ES | 0&2 ogT 
9+ | zee 90% 
i¢— 612g 022 ‘€ 9et ‘Z 


(—) 9s8e100p 
10 (+) esvoloUy 


| 
| 





6C6I IO TeosT | gCBT IBOA [BOSTA 


ponuu0)—6gél pun ‘sce ‘ 


| 
LEGIT IVOA [BOST A | 
' 


; 
aw 


9L¢ 


POF IS 





OOF 6 


o'T | 
0'SI } 


808 “OT 
628 “LE 
comme 4 


466 


O16 


000 ‘SLL ‘Z$ 









. y 
. suviboud 


DU 128 } fo SisDgy 


SUVHA"NVW JO AYUVWWO 


96] savah poosy ‘anwmyse fo sisog 









£ “es reyoiqns 
sayouese 
41910 OF} S1oOJSUBID SNOGUBI[VOS! PY 
0'| | UOVULIOJUT JO VIO 
OL | [9suUNnoH [ei1euVeT) 9} JO OO 
Zuyjurid sso 
£ She uI09 OSV 181s puL 
seoTyo pur s 
Sivo A-UB JY 


1C61 IBVA [BOST A 





YUDQ-]108 “upnuboud 











30 ITV 

BIS OSV pues [euojen 
s90}}1TUIMIOD AZUNOD OSV 

DIAIVg UOTVZITIGeig AjIpourmi0”; 





uvniboid yung-)108 ‘aasasas UONDALASUO) 








1731 


000 ‘Zoe “I— }"""~ 000 ‘208 ‘T 000 "ZOE ‘1 )000°Z61/000 “O02 *% 









ose ‘Iez— | . ose ‘tez loez‘tez 000 





SOT 





008 “9ZI— {000 "6st 000 ‘681 j000‘ZIE |o0g ‘Te 009 “LL 000 ‘¢ 000 ‘sez jose ‘et/000‘ 
| | | | | | 
j j | | 
ogz ‘I9e— 082 ‘Tt |08% “1&h {000 “CLS |000 ‘£69 008 ‘29% 000 OSE 008 OE |000°F29\008 *Z 
| j | | 
O@E “T9S “E— [002 ‘208 ‘#$)/002‘ 208" ¢looe "SEFS$/0Z0 “A9R ‘8S (006 ‘ZI9‘F [000 ‘SZzF It 
| | | 





ZT “OSL “E000 HSS | FPS ‘LEP 


| 
| 








loca ‘oz ‘tb 





| | 





O&Z ‘OSF “f 0&2 ‘OSF ‘E loc ‘Ot ‘€ (000 

















| | | | 
| | | | | } 
000 ‘0zT ‘8— : ZI‘ |000 ‘OZ ‘8 |o00 ‘ )"g 
| | | | } 
| | 
| | | | 
920 ‘e89— i. oe - 9240 ‘E89 920 ‘E89 
009‘z96¢—  |----- . 009 ‘296 |pse‘o | 986 ‘LOT ‘Z$ 
j 




















| | 
| | 1oq | | Jaq | Jaq 

(—) esvelo | junOoULy) -WInN yUNowy | -WINN |juNouy|-wnN 

“9P Io (+-) | junoure | I junows }UNOUIB 

vsRe10UlT [jeIo,, | [e301 [BIOL 
| | wurerzoid cet ureiZ0id g¢ mBiz0id Le6] 


ponulyuoyn—é6g6] pup 





000 “OBL 


668 “82Z 


000 “06 


000 “¢Sz 


000 “09T 

















10 ‘OST 


“PIB 


000 “9 


000 “OFE 


000 ‘09k 


968 “FI6 


000 ‘080 





896 “090 ‘T$/ #88 ‘9 


| 


961 ‘LG6I savah poosyf ‘ayomysa fo sisvg 


yuTh 





uy 


Jaq 
“TUT. NY 


wieis0id sCeGT 


‘1/000 "Es 








I UIRZ°OS LOKI 


W100 dINSBe | 





C6 Ur GR"OF PUB ‘gc 
Ul ule aed o¢ 98 ‘su 





000 “026 ‘T ‘000 ‘OZ 




























OZL ‘ROT O61 ‘I CF JBIINB OSB tad 1 
‘UW ; BIDE ASB JO JU LYST iso 
186 “9ST $26 LPS GoB89 $IM00 CZ 4B ‘Sp109001 
[013000-0380108 PUB UOTIVOOTIE puny 
-Aqunoo JZujureyureur = ‘serj;pourni09 
dISeq JO} SPUOUTIOT[S OINQNY YST|Qeise 
: qoojoid 0} AessedvU splode1 
. oe Bulyooyo pup TUB IUB IY 
000 “SL C ~~"6S61 UI GL°SIg 






‘S961 UT CI$ ‘2°61 UW yowa cig 18 

‘spunjol pue SUOT}BUlUIJe} ‘suOTyt 
wie Jad $}]U90 Cf IR ‘AAS 

-O1 BFvaIDY :Se}voYy!t1e0 Jo uO; yRIedsig 
6861 UU Z6'OT$ 
896, Uo $ 
-L961 UT UlIB 









\ 





008 “L6E 000 ‘Oke 








PPS “L8Z"E | PEG “LES 





| pue ‘gc6t ut dod 
| | puw dow Log, UO RL” 








Jad o¢ 48 ‘aseq yURQ-[]0s put 
| -a10d «=SZuyyooyo pues someurIdji0d 

| | | SUlUTULIOJop pue asveIoR FZuyinsvoyy 

{OFT “SOS ‘1 |bZ6 LES | Sf6I Ul eles puv 


| ‘2061 Ul JowIQU0d B KE'E$ IR ‘JoRATUOD 
| SujUsIs puw UOTINIOXe ‘JeUTIB] OF Jao 
| | oye ‘A2043sTY OID 4yaT]OoO ‘sarqATjoR 
| dnudjs puv eyep wie jo uoyeynduoy 
| st Ul 
| S$ puBw ‘26K. Ul UlIE] B goes Ie ‘adR 
-0498 PayVUs|sap JO uOTedsuter pure 
} | woredsurvid puv ‘asvetov poyqrursed 
} | I us ‘osnq yuvqd-|i0s jo JUVUTYSi[QVyjso 
| | *‘SULIG] JO] SpjaTA ddeIVAB FZuLysiiqeis? 
£2 > 07 | APUNUIUIOD B OC'ZIS 
| 98 ‘sp]o]4 feuri0U MOAB ZUPULULIe}IG 
I$ FR 9 | S861 Ul OCIS pueB “Lo6] 
| | Ul COTS 7B ‘SAUTJOOUT JOLIYSIp JO 99BIS g 
| | puw sZurjoour AyuNoo z ‘seunpeooid 
pue suoljEinse1 ApNys ‘sepyPRoo] pur 
*‘sorjUNOO ‘aqzeig JO} uTviZ0Id dojaaAgp 
stuviz0id ayy sonpoijur 07 Aqunu 
| -W100 pue ‘AquNOd ‘yo!IISIC, ‘s#uljoo]y 









> - (000° 





















{ 
mN 





junouly 
T1j9uUNy) sooyjo AyUNOD Osy 





mei301d OCG] | 


supiboid yung-7.0s ‘woshoud adasasas-abno19 Y 
1-7 





1732 






















































"R961 IBA [BOSY Ul OOO 0} petinyeal oq [[TM Pus pPozBZ][qoun SEM EzG'OSE'Z$ ‘JUNOUIE SIUIIO + 
£ “9E9 ‘S— . : ~~"sieaA-URUT ‘1810, 
Bamelp tts 7 P Dies ““Sa0YJO PUB SOOTALOS 19190 [TV 
L 3+ er “7 ‘ “““Sa0IJO 81818 OSV pus [euoNeN 
0'1F9 ‘e— _ ; 7 — , ““seeqymmm10s AJUN0D OS VY 
| SBI AIOG UOMBZTIGeig AJIpourUIO,) 
ee scetiimerelisilttcnstlberdetlietbennsnaindsnsittaegts —|—___—_——_|- aamanaaee ssa tt ecsicgaeeiaiceitaneacesacnnicitsliiditiisindnesdintiaitagttctatiaiienellstssitid 
(—) | 
@SBII00P 10 | 6°61 8o6I L961 
(+) ossorouy | IBAA [BIST IBA [BOST J meod Bost | 
| 
SUVAUANVW JO AUVWWOS 
<a oe ieee Gece : 7 ae _— — tee re ee ee ee ae cre Lee See : pene 
000 ‘00¢ ‘TZ— |000 ‘000 “1 000 ‘00S “FE mi . 7 bOF ‘TSO “OE | ; ee ee oe ee a ee NT Te an 
| | | Ls | SUTWB19dO-9AJOSaI VFBVINB [BIOL 
000 ‘009 ‘1Z— |000 “6TP ‘8 |000 “6IF 8 000 “616 ‘62 000 “000 *2Z 1 |000 “SOF “I | ~~ 1000 ‘S6¢ ‘Z1| ~~ seoqo Ayunoo ‘7ejo3qng 
£12 ‘Z9b'Z— [601 ‘9TO‘T {60T ‘9T0‘T Z8E “SLE ES "1969 OLL'% 1222 ‘78h ‘T | OTE ‘£62 ‘I 7. ; “--"~“sesmedxe 10430 ITV 
186 166 FLO | | g6e ‘OSS ‘tT |IIT‘ss6 | : “|'8Z 298 | : [OABLL 
OL 9 LoL '9| ; 1 Z10 PLE ‘ZS |Z19 “bE6 ‘TT! “=~ 100% “68% “OT|” Seo] Alas [eUOSJed [830,], 
ae ———| - ies " -—-—| : eeeeeenene | emer enum 
000 ‘008 ‘I+ |000 ‘008 ‘T |000 ‘008 *T | ; eae . ; | ~~---===-pigoid Jo uoyyepinby’] 
ee oa | ~“1000 ‘Zz 1000 ‘28% —s«|OFS ee ee oe : : Ayuno 
| | | |} sod gogsg 38 ‘uI00 uo mnpuexK 
Soh See etl is SD ak AM a ek Ee Rod es tite Sa ih eee Le , 
| | | | Soe A CTE: act 
| | | | | Jeoq | | J0q | 10q 13q 
(—) 9880.0 | \junoury| -WInN | junomy | -umN |JUuNOUYy|-aINN qunoury | -umN | Junowy | -unN 
-ep 10 (+) | JuNOUIE | | qunony | | | } qyunoure | (moyOUNJ) sedOyjo AyuN0s OSV 
esBol0U] ae ee ne ney o 7 a. > Seay a eae 
| wrei30i1d 906 | | Wmeis01d RCT | meiZ0i1d 161 ureiZ01d Jo8T wIBiZ01d 99GT 
| | | | 





penunu0gj—ég6r puv ‘9g6I ‘L¢e] s4vah joosyf ‘anwysa fo sispgq—swo.boid yung-j10s ‘woviboid aasasas-obvauoy 








1733 


FUNDS USED IN FINANCING COSTS 


Mr. Wuirren. The reason I asked that is that this is really the 
same people doing the work, but paid from two sources of funds. 

Mr. "Sa acH. They are paid from more than two sources of funds, 

Mr. Wuirren. This is an age-old story of trying to see who gets 
charged with what on the books. But I do believe that we might 
bring this together here. 

It “might be well for us to have a table showing all sources of funds 
so we can get at this thing. 

Mr. Beacu. For National, State, and counties? 

Mr. Wuirren. Yes. 

Mr. Beacu. All right. 


(The funds referred to are as follows:) 


Transfers to local administration, sec. 388, Agricultural Adjustment Act of 1938 
and administrative expenses, sec. 392, Agricultural Adjustment Act of 1938, 
from various appropriations and funds 


Administrative expenses, sec. Local administration, sec. 388, 
392, fiscal year fiscal year— 
Appropriation or fund tenicemaioie 
1957 1958 (esti- | 1959 (esti- 1957 | 1958 (esti- 1959 (esti- 
(actual) mated) | mated) (actual) mated) mated) 

Agricultural conservation pro- | | 

gram | $4, 091, 215) $4, 483, 595) $4, 483, 595! $19, 716, 385) $19, 564, 385) $19, 564, 385 
Acreage allotments and market- | 

BE SS citi anecewwtien 5, 707,000; 6,380,100) 6,380,100) 34,161,900| 34,064,900 33, 064, 900 
Sugar Act program ‘ ..-| 1,270,000) 1,382,518) 1, 382,518 692, 000 741, 982 741, 982 
Acreage reserve program : 2,775, 000| 4, 231,000) 4,231,000) 27,000,000 29,919, 000 8, 419, 000 
Conservation reserve program 1, 600,000; 2,400,000) 2, 400, 000) 9, 000,000, 13,500,000) 13, 500, 000 
Disaster loans, etc., revolving | | | 

fund 7 a | 216, 078 76, 000) 36, 000) 207,422) 1,008, 290 60, 000 
Great Plains conservation pro- 

gram 28, 000 28, 000 i 115, 000 115, 000 
Commodity Credit Corporation | 

fund (storage and price-support | 

programs) | 36,200,000) 44,000,000, 43, 500, 000 
Service charges to producers 981,000) 1,221,787) 1,221,787) 6,000, 000 7, 000, 000 7, 000, 000 
Removal of surplus agricultural | 

commodities 25, 000 30, 000 30, 000} 15, 000 40, 000 40, 000 
Administrative expenses, Com- | | 

modity Credit Corporation 2, 428, 000} 3,050,000} 3, 050, 000) ‘ : 
National Wool Act program _. 485, 000 605, 000} 605, 000 1, 500, 000 1, 834, 000 1, 834, 000 
Miscellaneous reimbursements. _. | 63, 082 70, 000 70, 000} 662, 208 850, 000 850, 000 

Total. | 19, 641, 375| 23, 95 58, 000) 23, 918, 000) 135, 154,915) 152, 637, 557) 128, 689, 267 


Mr. Wuirren. These are the same people who do several jobs and 
draw their expenses from several sources. 

Mr. Beacu. Yes, sir, they carry out all of the commodity stabiliza- 
tion service programs plus agricultural conservation programs. 

Mr. Wuirren. At what place are these funds consolidated for 
purposes of actual payment? 

Mr. Breacu. They are consolidated in the case of the county office 
funds in what we call a section 388 consolidated account. 

Mr. Wuirren. At the county level? 

Mr. Breacu. They are allotted to counties at the State level—they 
are consolidated in Washington, and allotted to the States out of 
this consolidated account, 388, and then they are allotted by the 
States to the individual counties based on their overall need. Now 

21494—58—pt. 385 
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the record of the individual funds actually used follows afterwards; in 
other words, it is on a time-recording or an assignment-recording basis. 

Mr. Wuirren. Mr. Beach, we have tried to understand that and 
you do a marvelous job of explaining it to us. But when you have 
3 or 4 jobs, it is difficult to understand. 


Mr. Breacu. We would be glad to put an explanation in the record, 
Mr. B Ww ld be glad t t planat tl 
if you would like to have it. 


Mr. Wuirren. It might be included at this point. 
Mr. Beacn. All right, sir. 


(The explanation referred to is as follows:) 
FunpD ControL UNDER SECTIONS 392 AND 388 


While the appropriation accounts referred to as ‘‘Administrative expenses, 
section 392,” and ‘‘Local administration, section 388’’ were established by law to 
eliminate the necessity for the maintenance of separate accounting records for 
each administrative expense fund, the system of administrative control now in 
use maintains the integrity and identity of each fund making up such accounts 
to the extent practical. 


ORGANIZATIONAL UNITS FINANCED 


The organizational] units financed solely through these accounts are the agri- 
cultural stabilization and conservation State and insular offices and the agricul- 
tural stabilization and conservation county offices. Some of the Washington 
divisions and offices of the Commodity Stabilization Service are financed in part 
through section 392, (1) for performing certain administrative services for ASC 
State and county offices and (2) for the administration of programs whose entire 
administration is financed through sections 392 and 388. 


ACTIVITIES CURRENTLY FINANCED 


Activities carried on by the ASC State and county offices in connection with 
carrying out the following programs are currently financed through sections 392 
and 388. 

Agricultural conservation program 

Acreage allotment and marketing quota programs 

Sugar Act program 

Commodity Credit Corporation price support and storage programs 
National Wool Act payments program 

Soil bank programs 

Potato diversion programs (sec. 32) 

Emergency feed programs (disaster loans, etc., revolving fund) 


ALLOCATIONS AND ALLOTMENTS 


Funds under sections 392 and 388 are allotted in lump sums, as such, with no 
indication of the contributing appropriations or funds. However, for each section 
392 allotment there is issued to each. ASC State office, a separate ‘‘Advice of 
allocation’’ which indicates the fund makeup of the allotted total. Each allotte: 
is instructed to plan his work so that the activities he carries out will be thos« 
which the individual funds were authorized to finance. Similar advices of allo- 
cation are issued to the ASC State offices for ASC county committee expenses 
showing the fund makeup of an amount equal to the sum of the section 388 funds 
allotted plus the unobligated bank balances in all county committee bank accounts 
in the State at the beginning of the fiscal year. These allocations are to be used 
as a guide for planning the operations of the county offices. 

ASC State and county office allocations are determined by analysis of ASC 
State office estimates, prior year obligations, and workloads, estimated workloads 
for current years, changes in salary, per diem in lieu of subsistence, mileage, 
rental, etc., rates, unit costs as determined by continuing cost studies and various 
judgment factors particularly that of the area directors in the office of the Deputy 
Administrator, Production Adjustment, Commodity Stabilization Service, whose 
chief function is to supervise, advise, and assist the ASC State offices. 





CONTROL AND DISTRIBUTION OF OBLIGATIONS 


Section 392 funds are obligated in total, and obligations records are maintained 
by the State offices by object class. Section 388 funds are obligated in total when 
advances are made to the county offices, and for orders placed by State offices 
on behalf of the county offices. Advances are made quarterly for the first three- 
quarters of a fiscal year and monthly for the last 3 months. 

Section 392 funds are budgeted by the State office by positions and object class 
by funds, and personnel are assigned to activities in accordance with the advice 
of allocations. Total obligations are distributed by fund each month in accord- 
ance with a quarterly operating plan which is consistent with the operating budget 
for the fiscal year. Each month the distribution of obligations by program is 
reviewed and certified. 

Section 388 funds allocated to the State offices are reallocated to the county 
offices. Each county office prepares an operating budget for the fiscal year 
which is consistent with its allocations and indicates its planned expenditures for 
salary, travel, and other expenses by programs. Five times a year or oftener 
county office expenditures are reviewed by the State office, and compared with 
the allocations, work assigned, and work accomplished. County office expendi- 
tures are distributed by fund each month by the county office manager in accord- 
ance with procedures prescribed by the Deputy Administrator, Production 
Adjustment. These procedures provide among other things that the county 
office manager shall distribute expenses on the basis of assignments, field reports, 
work records and such other reports and records as he needs to make proper 
distribution. 

REPORT OF OBLIGATIONS BY FUNDS 


Obligations by object class for section 392 and for personal services and in 
total by funds are reported monthly by the ASC State offices. Man-months of 
employment under each fund are also reported. These reports are based on the 
records and distributions described under ‘“‘Control and distribution of obliga- 
tions’’ above. The reports indicate at each month end the obligations under 
section 392 in total and by individual funds. 

Expenditures from county committee bank accounts are reported monthly by 
programs or funds to the State offices. The State offices consolidate these reports 
and add obligations by funds as incurred by the State offices on behalf of the coun- 
ties. The combined figures are reported to us so that expenditures from allocated 
funds are available at the end of each month. 

In accordance with the objective for establishing sections 392 and 388 account- 
ing records are maintained only in total, since legally the funds transferred into 
these accounts lose their separate identity upon such transfer. All records relating 
to the individual funds making up sections 392 and 388 which are maintained by 
State and county offices and others for the maintenance of the integrity and iden- 
tification of the separate funds are administrative in nature since we do not regard 
the fund allocations as legal limitations for control purposes. 


FLEXIBILITY PROVIDED 


The allotment and obligation control system used in the budgetary adminis- 
tration of the ASC State and county offices is based on the flexibility provided by 
sections 392 and 388 of the Agricultural Adjustment Act of 1938. 

Section 388 (b) of the Agricultural Adjustment Act of 1938 reads as follows: 

““(b) The Secretary is authorized and directed, from any funds made available 
for the purpose of the Acts in connection with which county committees are 
utilized, to make payments to county committees of farmers to cover the estimated 
administrative expenses incurred or to be incurred by them in cooperating in 
carrying out the provisions of such Acts. All or part of such estimated adminis- 
trative expenses of any such committee may be deducted pro rata from the Soil 
Conservation Act payments, parity payments, or loans, or other payments under 
such Acts, made unless payment of such expense is otherwise provided by law. 
The Secretary may make such payments to such committees in advance of deter- 
mination of performance by farmers.”’ 

- Under this authorization the Treasury Department and the GAO established 
the appropriation account ‘‘Local administration, section 388.’ Thereafter 
estimated amounts were transferred to this account for carrying out programs 
utilizing the services of county committees. All advances for expenses of county 
committees were then charged to this account. 
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In January 1942, Congress approved an amendment to section 392 (a) of the 
Agricultural Adjustment Act which made it read as follows: 

“Sec. 392. (a) The Secretary is authorized and directed to make such expendi- 
tures as he deems necessary to carry out the provisions of this Act and sections 7 to 
17, inclusive, of the Soil Conservation and Domestic Allotment Act, as amended, 
including personal services and rents in the District of Columbia and elsewhere; 
traveling expenses; supplies and equipment; lawbooks; books of reference; 
directories; periodicals; and newspapers; and the preparation and display of 
exhibits, including such dlplays at community, State, interstate, and inter- 
national fairs within the United States. The Secretary of the Treasury is author- 
ized and directed upon the request of the Secretary to establish one or more 
separate appropriation accounts into which there shall be transferred from the 
respective funds available for the purposes of the several Acts, in connection with 
which personnel or other facilities of the Agricultural Adjustment Adminis- 
tration are utilized, proportionate amounts estimated by the Secretary to be 
required by the Agricultural Adjustment Administration for administrative 
expenses in Carrying out or cooperating in carrying out any of the provisions 
of the respective Acts.” 

The purpose of the amendment was to provide an appropriation account, 
against which to charge all National and State office administrative expenses, 
comparable to the one already established for expenses of county committees 
(sec. 388). This eliminated the necessity for making separate allotments and 
maintaining accounting records of obligations and expenditures by appropriations. 

House Report No. 1077, exhibit 1, dated July 30, 1941, states in part: 

“The bill amends section 392 of the Agricultural Act, as amended, so as to 
accomplish the following purposes: * * *. To provide for separate appropriation 
accounts for administrative expenses to be created from funds available to the AAA 
and thus do away with the requirement that all administrative expenditures be 
recorded and reported under separate appropriations.”’ 

Senate Report No. 960, exhibit 2, dated January 16, 1942, includes as exhibit 
A thereof a copy of a letter to Hon. E. D. Smith from the Department as explana- 
tion of the legislation, which reads in part: 

“Under the proposed legislation each appropriation or fund available for 
administrative expenses would contribute its estimated share of such expenses 
to the appropriation account. All administrative expense disbursements would 
then be made from such an appropriation account, thereby permitting easier 
administrative control and eliminating much fiscal and accounting work.”’ 

Actual transfers to each of these accounts during the past fiscal year and 
anticipated transfers during the current and next fiscal years are shown by funds 
in the budget schedules. Transfers to each account from each fund are made in 
amounts not in excess of the current estimate of obligations to be incurred in 
carrying out the activity authorized to be financed from that fund. Transfers 
are made periodically during the year in accordance with approved apportionments 
of the contributing appropriations. 


SUMMARY 


In summary the system of fund control under sections 392 and 388 is designed 
to accomplish four purposes. 

Use the flexibility provided by law to simplify budgeting and minimize record- 
keeping in order to promote the more efficient use of all funds available. 

Utilization of each fund only for the purpose for which it was made available. 

Utilization of each fund to the extent justified by work actually required to 
properly carry out the specific activity for which it was provided. 

Utilization of each fund by each organizational unit in proportion to the work 
performed by that unit. 


Mr. Marsa... I notice at page 243 of your justification that you 
estimate the cost of the agricultural conservation program of 
$19,564,384, and for 1959 you recommend the same amount of money. 

Is this in line with the recommendation of lowering the agricultural 
conservation payments? 

Mr. Beracu. Yes, sir. This is for the fiscal year 1959 which carries 
out the authorization made last year for $250 million. 

Mr. MarsHatt. That is all, Mr. Chairman. 
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SucarR Act PRoGRAM 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 
Program by activities 
1. Payments to sugar producers 





(a) Continental beet area $31, 708, 270 $33, 622, 302 $35, 550, 698 
(5) Continental cane area : 7, , 695 8, 745, 600 8, 882, 250 
(c) Offshore cane area 26, , 035 23, 170, 098 29, 442, 552 
2. Operating expense 1, 962, 000 2, 124, 500 2, 124, 500 
Total obligations 67, 600, 000 67, 662, 500 76, 000, 000 
Financing: Appropriation (new obligational authority 67, 600, 000 67, 662, 500 76, 000, 000 
Object classification 
1957 actual | 1958 estimate | 1959 estimate 
07 Other contractual services 
Advanced to 
‘“‘Administrative expenses, sec. 392, Agricultural 
Adjustment Act of 1938”’ (7 U. 8. C. 1392 $1, 270, 000 $1, 382, 518 $1]. 382. 518 
“Local administration, sec. 388, Agricultural 
Adjustment Act of 1938”’ (7 U. S. C. 1388 692, 000 741, 982 741, 982 
11 Grants, subsidies, and contributions 65, 638, 000 65, 538, 000 73, 875, 500 
Total obligations 67, 600, 000 67, 662, 500 76, 000, 000 


Mr. Wuitren. We come to the sugar program now. Pages 212 
through 217, 219 through 229 of the justifications will be included in 
the record at this point. 

(The material referred to is as follows:) 


SuGAR PROGRAM 
PURPOSE STATEMENT 


Objectives.—The principal objectives of the sugar program, carried out under 
the Sugar Act of 1948, as amended, are (a) to protect the welfare of domestic 
producers, (b) to provide consumers with adequate supplies of sugar at reason- 
able prices, and (c) to promote our general export trade. Provision is also made 
to insure that a fair share of the consumer’s dollar goes to domestie producers of 
sugarcane and sugar beets and to laborers working in cane and beet fields. The 
attainment of these objectives involves 
1. Determination of United States sugar requirements 


») 


Administration of quotas to regulate imports of sugar produced in for- 
eign areas and the marketing of sugar produced in domestic areas. 

3. Allotment of quotas to individual processors when necessary to insure 
orderly marketing. 

4. Making of payments to domestic producers of sugar beets and sugareane 
who meet certain specific conditions. 

The continental United States produces sugar from both sugar beets and sugar- 
cane. Additional quantities of sugar are produced from sugarcane in Hawaii, 
Puerto Rico, and the Virgin Islands. Domestic sugar, produced at higher cost 
per unit than in foreign areas, falls far short of meeting the Nation’s require- 
ments. To meet total needs, the United States imports substantial quantities 
of sugar from foreign areas, mainly from Cuba and the Philippines. 

If unlimited quantities of sugar were permitted entry into the continental 
United States from Cuba, the Philippines, and other foreign countries, prices to 
domestic consumers under ordinary circumstances could be expected to be slightly 
lower than at present. However, under present wage standards in domestic pro- 
ducing areas, unlimited imports would place domestic producers in an extremely 
difficult, if not impossible, competitive position. Moreover, the economies of 
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most of the domestic cane sugar-producing areas are dependent on sugar-producing 
crops for which there is no feasible alternative. 

(/uotas.—The Sugar Act of 1948, as amended, provides a quota system to bal- 
ance supply with demand, The Secretary of Agriculture, as authorized by the 
act, determines at the end of each calendar year the Nation’s sugar requirements 
for the coming year. Requirements for the calendar year 1957 were initially 
established in December 1956 at 8,800,000 short tons, raw value, and on January 
18, 1957, the quota level was raised to 9 million tons, revised to 9,100,000 tons on 
June 20, 1957, and inereased to 9,300,000 tons effective July 10, 1957. On August 
14, 1957, the quotas were reduced to 9,200,000 tons, as the upward price trend 
reversed itself and offerings of supplies became adequate. Quotas were further 
reduced, effective October 12, 1957, to the level of 9,050,000 tons to assure con- 
tinued stability in domestic sugar prices. 

All inereases were distributed quotawise in accordance with provisions of the 
Sugar Act. The quota provisions of Public Law 545, 84th Congress, approved 
May 29, 1956, became effective as of January 1, 1956. This law, amending and 
extending the Sugar Act of 1948, as amended, restores to the domestie areas their 
historic participation in the growth of the United States sugar market. Begin- 
ning in 1956, market growth in excess of 8,350,000 tons will be shared 55 percent 
by domestic areas and 45 percent by foreign countries. Distribution of quotas 
among foreign countries has been changed so that foreign countries other than 
Cuba and the Republie of the Philippines share to a greater extent than heretofore 
in market growth beginning in 1957. 

Marketing allotments.—The act provides that the quota for any area shall be 
allotted to persons who market or import sugar when necessary to insure orderly 
marketing and to afford interested persons an equitable opportunity to market 
sugar within the quota limitations. 

Production adjustment.—The act provides that if production in any ar 


i 


a will 
be greater than the quantity necessary to fill the quota and provide a normal 
carryover inventory, restrictive proportionate shares (farm marketing allotments 
shall be established. A restrictive program is designed to balance supplies within 
an area with the quota and normal carryover requirements. The total quantity 
of sugar which may be produced in an area is divided among individual growers, 
and as one of the conditions for payment, production must not exceed the pro- 
portionate share. 

Payments.—Domestie producers of sugar beets receive conditional payments 
averaging about $2.41 per ton of beets. For producers of sugar cane the payments 
within the various domestic producing areas range from about $1.06 to $1.60 per 
ton of cane. The Sugar Act imposes a special tax of 50 cents per hundredweight 
of sugar, raw value, on sll manufactured sugar from sugar beets or sugar cane 
either produced in or brought into the continental United States. 

Revenue.—From the inception of the program in the 1938 fiscal vear through 
the fiscal year 1957, $1,478,697,674 of sugar excise and import taxes have beet 


collected while obligations under the program have amounted to $1,113,410,043. 


Appropriation 
\ppropriated, 1958 


$67, 662, 500 
Budget estimate, 1959 


76, 000, 000 
Sugar Act program 
Appropriation Act, 1958, and base for 1959 $67. 662. 500 


Budget estimate, 1959 76, 000, 000 


Increase (for mandatory payments to sugar producers _& 337, 504 


Project statement 


Project 1957 1958 (esti- Increase 1959 (est 
mated mated 


1. Payments to sugar producers 





a) Continental beet area . .| $31, 708, 270 $33, 622, 302 | +$1, 928, 396 $35, 550, 698 
(b) Continental cane area 7, 330, 695 8, 745, 600 +136, 650 ¢ 
(c) Offshore cane ares _- 26, 599, 035 23, 170, 098 +-6, 272, 454 
Total payments - - . 65, 638, 000 65, 538, 000 +-8, 337, 500 73, 875, 500 
2. Operating expenses 1, 962, 000 2, 124, 500 |_. 2, 124, 500 


Total appropriation or estimate 67, 600, 000 67, 662, 500 +-8, 337, 500 76, 000, 000 
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INCREASE 


(1) An increase of $8,337,500 for making payments to sugar producers as 
follows: 

(a) An increase of $6,083,010 in payments on the 1957 sugar crop deferred 
until fiscal year 1959 as compared with similar payments on the 1956 sugar 
crop deferred until fiscal year 1958. 

(6) A net increase of $2,254,490 in payments on the 1958 sugar crop, due 
principally to increased production in Hawaii and Puerto Rico. 

On the basis of current estimates of production, a total of $73,600,120 (including 
administrative expenses) will be required for the 1958 sugar program, plus $18,719,- 
482 for payments on the 1957—58 crop, which were deferred until the fiscal year 
1959, making total requirements for the program $92,319,602. Of the $18,719,482 
deferred until the fiscal year 1959, $16,600,284 if for payments in Puerto Rico 
(1957-58 crop), and $2,119,198 applies to payments in the domestic beet area 
for which funds are not available in fiscal year 1958. The deferral in Puerto Rico 
causes no hardship since the harvesting of the 1957-58 crop will not be completed 
until the first month of the fiscal year 1959. The appropriation requested of 
$76 million contemplates an estimated deferral of $16,319,602 until fiscal year 
1960 for payments on the 1958-59 Puerto Rico crop. The increase requested is 
necessary in order to prevent deferral of payments to producers in the domestic 
area. 

Both fiscal and crop year estimates are compared in table I. 

Total sugar production from the 1958 crops in the domestic areas is estimated 
at 5,160,000 short tons, raw value. This is 39,900 tons more than estimated 
total production from the 1957 crops. 

Domestic beet sugar area production from the 1958 crop is estimated at 2,025,000 
short tons, raw value, which is 140,000 tons less than the 1957 crop is expected to 
produce. The 1958 crop figure represents a production objective in line with 
anticipated sugar quota and carryover stocks requirements for the area. 

Production from each of the 1957 and 1958 crops in the mainland cane sugar 
area is estimated at 640,000 and 650,000 tons, respectively, which is commensurate 
with the area’s expected quota and inventory requirements. 

Hawaii’s 1958 crop production is estimated at 1,175,000 tons which is 75,000 
tons higher than the area’s 1957 crop production estimate. Sugar yields from 
the latter crop are proving to be substantially less than was anticipated. 

The 1958-59 crop production estimate of 1,300,000 tons for Puerto Rico is 
consistent with prospective quota and inventory needs for the area although it is 
100,000 tons higher than the island’s estimated 1957-58 crop production. 

Production from the 1958 crop in the Virgin Islands is estimated at 10,000 tons, 
This is 5,100 tons lower than the islands’ 1957 crop production, and is short of the 
area’s probable quota level. 

The estimate for the 1958 sugar crop program, compared with prior crop year 
data on tonnage, production, total payments and average payment per ton, is 
shown in table II. The number of payees are shown in the following table. 


Number of payees 


Area 1956 crop 1957 crop 1958 crop 

(estimate) (estimate) 
Continental sugar beet area ee 38, 233 39, 000 | 39, 500 
Continental sugarcane area i 7, 201 | 7, 375 7, 425 
Hawaii : eae ad 1, 057 1, 150 1, 200 
Puerto Rico Jas ioeddidaetene 19, 500 20, 500 21, 000 
IE ia ce wide tc be a 6 oes eae 339 350 350 
NN aoa ‘ 66, 330 | 68, 375 69, 475 
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TABLE I.— Method of financing 


Fiscal year appropriation 








Program year A eee see ee te See Soeep tanh. aoe re 
| 1957 1958 1959 | 1960 | 
nie “a nena ia ae neil inate |———___—-|—— | J 
1955 sugar program: Payments to pro- | 
ducers: | 
Puerto Rico (1955-56) -...-- . .. |$14, 533, 000 $14, 533, 000 
1956 sugar program: Payments to pro- | 
ducers: | | | 
Continental sugar beet area | 31, 708, 270 | ‘ 31, 708, 270 
Continental sugarcane area 7, 330, 695 7, 330, 695 
Hawaii : | 10, 179, 146 | Fisted 10, 179, 146 
Puerto Rico (1956-57)... | 1, 719,745 |$12, 636, 472 | 14, 356, 217 
Virgin Islands : | 167, 144 | | 167, 144 
Total, 1956 payments___- | 51, 105,000 | 12, 636, 472 | | 63, 741, 472 
1957 sugar program: Payments to pro- | 
ducers | 
Continental sugar beet area___- | i | 33, 622, 302 | $2, 119, 198 | 35, 741, 500 
Continental sugarcane area_.- : 8, 745, 600 | | |} 8,745, 600 
Hawaii = . 10, 157, 400 | | | 10, 157, 400 
Puerto Rico (1957-58) __.- 182, 916 | 16, 600, 284 | | 16, 783, 200 
Virgin Islands ide | 193, 310 | | | 193, 310 
Total, 1957 payments | 52, 901, 528 | 18, 719, 482 | 71,621,010 
1958 sugar program: Payments to pro- | 
ducers 
Continental sugar beet area 33, 431, 500 33, 431, 500 
Continental sugarcane area é 8, 882, 250 8, 882, 250 
Hawaii | 10, 850, 000 10, 850, 000 
Puerto Rico (1958-59) | | 1, 862, 198 |$16, 319, 602 18, 181, 800 
Virgin Islands ‘ 130, 070 130, 070 
Total, 1958 payments 55, 156,018 | 16,319,602 | 71, 475, 620 
Total program payments. 65, 638, 000 | 65, 538,000 | 73, 875, 500 
Operating expenses . 1, 962, 000 2, 124, 500 | 2, 124, 500 
Total appropriation or estimate 67, 600, 000 | 67, 662, 500 | 76, 000, 000 


Tas Le II.—Sugar program data—1956-—58 crop years 


Increase (+) 





1957 fiscal 1958 fiscal 1959 fiscal or decrease, 
year (1956 year (1957 year (1958 (—), 1958 
crop year) crop year) crop year) crop year 
actual estimated estimated compared 
with 1957 
crop year 
Beet area 
Tons produced 1, 971, 000 2. 165, 000 2 025. 000 —140, 00 
Total payments $31, 688, 415 $35, 722, 500 $33, 412, 500 —$2. 310, 0 
Payment per ton | $16. 00 $16. 50 $16. 50 
Mainland cane area: 
Tons produced 557, 000 640, 000 650, 000 +-10, 000 
Total payments $7, 330, 695 $8, 745, 600 $8, 882, 250 +$136, 650 
Payment per ton $13.16 $13. 67 $13. 67 
Hawaii 
Tons produced 1, 099, 500 | 1. 100. 000 1, 175, 000 75. OO 
Total payments $10, 179, 146 $10, 157, 400 $10, 850, 000 L $602 GOK 
Payment per ton $9. 26 $9. 23 $9. 23 
Puerto Rico: 
ons produced 990, 500 1. 200, 000 1, 300, 000 +100, 000 
Total payments $14, 700, 000 $16, 783, 200 $18, 181, 800 +-$1. 398, 600 
Payment per ton $14. 84 $13. 99 $13. 99 
Virgin Islands 
Tons produced 12, 900 15, 100 10, 000 —5, 100 
Total payments $167, 144 | $193, 310 $130, 070 — $63, 240 
Payment per ton $12. 96 $12. 80 $13. 01 +S, 21 
Total 
Tons produced 4, 630, 900 5, 120, 100 5, 160, 000 4-39 900 
Total payments $64, 065, 400 $71, 602, 010 $71, 456, 620 $145, 390 
Payment per ton $13. 83 $13. 98 $13.85 a). 13 
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STATUS OF PROGRAM 
Sugar requirements and quotas 


The Sugar Act provides that the Secretary of Agriculture shall determine in 
December of each year the consumers’ requirements of sugar for the succeeding 
year and make such revisions of the initial estimate as necessary 

The requirements or total quotas, for the calendar year 1956 were initially 
established at 8,350,000 short tons, raw value, to maintain fair prices and orderly 
marketing of sugar. To preserve a stable and healthy domestic market and to 
provide adequate supplies to consumers, sugar quotas were increased 8 times 
during the calendar year 1956 to 9 million tons. 

Initial quotas for calendar year 1957 were established at 8,800,000 tons to 
provide a supply adequate to meet a normal rate of sugar consumption and 
maintain year-end stocks of quota sugar at about the same level as at the end of 
1956. To prevent further rises in domestic sugar prices, sugar quotas were 
increased to 9 million tons, effective January 18, 1957, to 9,100,000 tons effective 
June 20, 1957, and to 9,300,000 tons effective July 10, 1957. On August 14, 1957, 
the quotas were reduced to 9,200,000 tons, as the upward price trend reversed 
itself and offerings of supplies became adequate. Quotas were further reduced, 
effective October 12, 1957, to 9,050,000 tons, and also effective December 7, 1957, 
to 8,975,000 tons to assure continued stability in domestic sugar prices. 

At the time United States requirements were increased to 9 million tons the 
Department announced it was taking 3 additional steps. These were (1) 
authorizing an increase in the national sugar beet acreage limitation from 932,000 
acres to 950,000 acres; (2) asking the International Cooperation Administration 
and other Government agencies to review their programs to make certain that the 
foreign aid and credit programs of the Government would not have the effect 
directly or indirectly of supporting the inflationary trend in world sugar prices; 
and (3) considering the advisability of export controls to prevent the exportation 
of domestic sugar while world prices remain above a parity with those in the 
United States. As of June 30, 1957, no export controls had been imposed. 

Consumers’ sugar requirements for calendar years 1956 and 1957 were dis- 
tributed quotawise in accordance with the Sugar Act as amended by Public Law 
545, 84th Congress, approved May 29, 1956. This law, which with certain excep- 
tions became effective as of January 1, 1956, restored to the domestic areas their 
historic right to share in the growth of the United States sugar market. Foreign 
areas not only retained the quotas assigned to them at the time the amendments 
became effective but also share in the future growth of the United States market. 
Beginning in 1956 market growth in excess of 8,350,000 tons is shared 55 percent 
by domestic areas and 45 percent by foreign countries. Cuba now supplies about 
30 percent of the market growth and full-duty countries as a group about 15 
percent. 

Sugar quotas for the calendar years 1956 and 1957 are shown in the following 
table: 

[Short tons, raw value] 


1956 quotas 1957 quotas 
Production area final as of July 
10, 1957 


Domestic beet sugar : : 1, 955, 401 2, 070, 694 
Mainland cane sugar. - . : 601, 696 637, 172 
Hawaii ; 1,091, 305 1 1,060, 000 
Puerto Rico_ = Sanna we 1, 141, 098 1 920, 000 
Virgin Islands. i oe a : adedes 12, 000 14, 753 
Philippines--_____- Res . ‘ 980, 000 1 930, 000 
Cuba dateinciotaa ; ce ae = eee 3, 089, 760 | 3, 127, 028 
Other foreign countries -. --- : ae zy teas 128, 740 215, 353 

Total...___ ot eee SU eee eA Pes 9, 000, 000 | 8, 975, 000 


1 Expected deliveries. Despite declaration of deficits, full basic quotas are available to these areas as 
follows: Hawaii, 1,087,373; Puerto Rico, 1,136,987; Virgin Islands, 15,505; and Republic of the Philippines, 
980,000, short tons, raw value. 
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Marketing allotments 


Section 205 (a) of the act provides that the quota for any area shall be allotted 
to persons who market or import sugar when necessary to insure orderly marketing 
and to afford interested persons an equitable opportunity to market sugar within 
such quota. 

In the domestic beet and mainland cane sugar areas, available supplies on 
January 1, 1957, together with 1957 crop prospects, were such that the Secretary 


disorderly marketing and to assure all persons who market sugar an equitable 
opportunity to do so. 

Allotment orders regulating the marketings within the quotas for the domestic 
beet and mainland cane sugar areas were in effect on June 30, 1957. 

Allotments of the quotas restricting shipment of Puerto Rican sugar to the 
United States mainland and for local consumption in Puerto Rico were made 
effective January 1, 1957, but were removed on June 6, 1957 when it became 
evident that supplies would be less than the total Puerto Rican quotas. Allot- 
ments were retained, however, on sugar shipped to the mainland for use without 
further refining. 

Payments to producers 


Payments are made to domestic producers of sugar beets and sugarcane who 
comply with certain requirements with respect to child labor, wage rates, pro- 
portionate shares (acreage allotments), and in the case of processor producers, 
the payment of fair and reasonable prices for sugar beets or sugarcane purchased 
from other producers. 

Pursuant to title III of the Sugar Act of 1948, conditional payments on the 
1956 crops totaling $64,065,400 were made to about 66,330 sugar beet and sugar- 
cane producers in 24 States, Hawaii, Puerto Rico, and the Virgin Islands (table I). 


Tasie I.—Payments under the Sugar Act of 1948 and number of payees, in the 
domestic sugar-producing areas, crop years 1955 and 1956 ' 


| 





Domestic | Mainland Puerto Virgin 
Payment and payee beet-sugar | cane-sugar Hawaii Rico 2 Islands Total 
area area 














| 
Payments on sugar beets or | | 
sugarcane: | | | | 
1955 (ntnthnbedbebeamed ..|$28, 194,724 | $7, 596, 678 |$10, 479, 487 |$15, 954, 544 | $135,758 | $62, 361, 191 
1956 .| 31,088,415 | 7,325, 695 10, 179, 146 | 13, 700, 000 167,144 | 62, 460, 400 
Abandonment and deficiency | 
payments | | 
1955 | 907, 268 9, 800 58, 375 | 975, 443 
1956 | 600, 000 | 5, 000 | | 1,000, 000 1, 605, 000 
Total payments: | | 
1956 Stead ...-| 29,101,992 | 7,606,478 | 10, 537,862 | 15, 954, 544 135, 758 63, 336, 634 
1956 } 31,688,415 | 7,330,695 | 10,179,146 | 14, 700, 000 167,144 | 64,065, 400 
Number 
Payees: 
1955 a, 38, 831 7, 449 1, 146 | 18, 774 | 378 4, 5 
1956 38, 233 7, 201 1, 057 19, 500 339 66, 330 


1 
2 


Preliminary. 
1955-56 and 1956-57 crops. 


Excise and import taxes 


The act, through an amendment to the Internal Revenue Code, imposes a tax 
of 50 cents per hundred pounds of sugar, raw value, on all beet or cane sugar 
processed in or imported into the continental United States for direct consump- 
tion. The excise tax on sugar, under Public Law 545, was extended to June 30, 
1961. 

The following table shows taxes collected compared with obligations under the 
sugar program: 





| 
| 
| 
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Sugar tax collections 
Fiscal year 


Total obliga- 














} tions 
Excise tax | Importtax | Total 
| 

1938 $30, 569, 130 $2, 680, 298 $33, 249, 428 , 599 
1939__ 65, 414, 058 3, 494, 627 68, 908, 685 0), 654 
1940 68, 145, 358 5, 456, 2 73, 601, 565 4 2, 400 
1941 74, 834, 839 +, 859, 760 79, 694, 599 47, 677, 678 
1942 68, 229, 803 4, 088, 963 72, 318, 766 47, 869, 513 
1943 53, 551, 777 3, 520, 964 57, 071, 841 . , 374 
1944 68, 788, 910 5, 097, 940 73, 886, 850 54, 818, 026 
1945 73, 293, 966 3, 552, 76, 846, 380 52, 361, 159 
1946 56, 731, 986 3, 231, 59: 59, 963, 578 48, 418, 425 
1947_. 59, 151, 922 5, 115, 447 64, 267, 369 53, 343, 569 
1948 71, 246, 834 3, 284, 502 74, 531, 336 54. 796, 514 
1949 76, 174, 356 4, 698, 867 80, 873, 223 71, 880, 810 
1950 71, 188, 029 4,091, 155 75, 279, 184 59, 935, 494 
1951 80, 191, 884 3, 613, 479 83, 805, 363 63, 684, 105 
1952__ 78, 473, 191 3, 621, 210 82, 094, 401 69, 813, 289 
1953 78, 129, 860 5, 005, 959 83, 135, 819 64, 974, 434 
1954 73, 885, 000 4, 498, 368 78, 383, 368 59, 645, 000 
1955 78, 512, 000 4,177, 097 82, 689, 097 59, 600, 000 
1956 82, 894, 000 4, 806, 321 87, 700, 321 59, 600, 000 
1957 86, 091, 000 4.305, 501 90, 396, 501 67, 600, 000 

Subtotal 1, 395, 497, 903 83, 199, 77 1, 478, 697, 674 1, 113, 410, 043 
1948 (estimated 89, 000, 000 5, 500, 000 94, 500, 000 67, 662, 500 
1959 (estimated 90, 000, 000 6, 000, 000 96, 000, 000 76, 000, 000 

Total 1, 574, 497, 903 94, 699, 77 1, 669, 197, 674 1, 257, 072, 543 


Tax collections exceed total program obligations in the amount of $365,287,631 
for fiscal years 1938 through 1957 


Fair wage and price determinations 


Among the conditions producers of sugarcane and sugar beets must meet to 
be eligible for Sugar Act pavments are the payment of fair and reasonable wage 
rates to persons emvloved on the farm in the production, cultivation, and har- 
vesting of Sugarcane or sugar hee ts, and for producers who are also processors of 
sugarcane or sugar beets, the payment of rates not less than those established by 
the Secretary for sugarcane and sugar beets purchased from other producers. 

The Sugar Act requires that determinations of fair and reasonable wages and 
prices shall be made by the Secretary after holding public hearings and after 


making appropriate investigations. Determinations of wages and prices were 
issued for the following domestic areas: Sugar beet, mainland eane (Louisiana 
and Florida) and the Virgin Islands. For Hawaii and Puerto Rico fair price 
determinations are issued annually but the wage determinations have been placed 
on a continuing basi Hawaii in 1954 and Puerto Rico beginning in 1957). 
Under the determinations issued during the 1957 fiscal vear, tne level of wage 
rates increased in all areas, except the Virgin Islands In the sugar beet area, 


basic hourly rates were increased by 5 cents ver hour; piece-work rates for 
thinning, hoeing, or weeding increased in some districts 50 cents to $1 per acre, 
depending upon the operation: and the requirement that producers furnish 
workers the customary perquisites was eliminated. Consideration was being 
given to a petition of Imnerial Vallev, Calif.. growers to establish Imperial 


Valley as a separate wage district with lower hourly rates 





In Louisiana, basic hourly rates were increased 5 percent and piecework rates 


10 percent For Puerto Rico, snecific wage rates were not established but for 
compliance purposes thos wr ed upon between the producer and the worker 
must be paid. The determination was put on a continuing basis in view of local 
legislation establishing wage rates for the various categories of workers. In 


Florida, two wage determinations were issued during the 1957 fiscal year. The 
first, covering the period July 1, 1956, through June 30, 1957, increased basic 
hourly rates 5 cents per hour, and eliminated the perquisite provision. The 
second, cove ring the pe riod July l, 1957, through June 30, 1958, continued the 
wage rates applicable t he prior period 

Fair price det rminations were issued for all domestic sugar producing areas. 
For Hawaii, two price determinations were is ued during the 1957 fiseal year 
The first, covering the 1956 crop, included processing rates for a new type of 
tolling agreement between processors and independent growers The second, 
covering the 1957 crop, increased the processing rates for two sugar companies, 
but otherwise remained substantially unchanged. 
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In Puerto Rico, definitions for net surgarcane and trash were included; the 
formula for determining yield of raw sugar was restated which included a factor 
tending to reflect the effects of excessive trash in sugar cane and certain shipping 
allowances on bulk sugar shipments were reduced. No changes were m de in the 
determinations for other areas, except for the Virgin Islands a fixed deduction 
was provided in lieu of actual costs for all items of selling and delivery expenses 
for raw sugar, exclusive of ocean freight and unloading charges at destination. 


Proportionate share determinations (acreage allotment) 


Proportionate shares for sugar beet and sugarcane farms must be established 
for each crop since the marketing of sugar beets or sugarcane within such shares 
constitutes one of the conditions for payment. Restrictive proportionate shares 
are required in any area when the indicated sugar production is greater than the 
quantity needed to fill the quota and provide a normal carryover inventory for 
such area, 

Due to supplies and prospective production of sugar in the mainland cane area, 
a determination was issued on August 14, 1956, continuing restrictive proportion- 
ate shares on the 1957 crop. The production limitation was established at approxi- 
mately the level of the area’s estimated quota which included its share of the 
United States market growth. 

A determination issued October 31, 1956, established proportionate shares 
in Puerto Rico at the actual level of production for the 1956-57 crop. The 
removal of the restrictive proportionate shares which had been effective for the 
previous four crops was due to the adverse effects on production caused by the 
hurricane which struck Puerto Rico in August 1956, and to drought, 

In a determination issued on September 25, 1956, restrictive proportionate 
shares were continued for the 1957 crop in the domestic beet sugar area. The 
national acreage limitation was set at 885,000 acres, compared with 850,000 acres 
in each of the two previous crops. Amendments to the determination issued 
January 2, 1957, and January 25, 1957, increased this national objective to 932,000 
acres and 950,000 acres, respectively. The acreage increased related primarily 
to quota changes. Also, as was the case of the previous crops, responsibility was 
assigned to ASC State committees for the establishment of individual 
proportionate shares within State acreage illocations. 

The proportionate share determination for the Virgin Islands was placed on a 
continuing basis in July 1954. This determination established proportionate 
shares for each farm in the area at the actual level of production. 

The determination issued in June 1955, applicable to the 1955 and subsequent 
crops, established proportionate shares for farms in Hawaii also at the actual 
level of production. However, the proportionate share for the farm of any 
processor-producer is conditioned upon the maintenance of the existing relation- 
ship between the acreage of sugarcane cultivated by the processor-producer and 
the acreage cultivated by independent growers. 


farm 


Studies, surveys, and reports 


Reports were prepared of studies conducted in the previous fiscal year of the 
costs, returns, profits, investment, and man-hour requirements associated with 
the production of sugarcane and for the processing of raw sugar in Louisiana and 
Florida for the years 1952 through 1954. Field work for the study of the costs of 
producing sugar beets in the domestic beet area for the 1955 crop and for the study 
of the cost of producing beet sugar within the same area for years 1953, 1954, and 
1955 was completed during the fiseal year. Preparation of the report for the beet 
sugar area had begun at the end of the 1957 fiscal year. During the 1957 fiscal 
year, investigations dealing with particular aspects of wage and price problems 
were conducted in all domestic producing areas, prior to public hearings in such 
areas. 

Sugar Reports, the monthly publication of the Sugar Division, was issued 
throughout the 1957 fiseal year. This publication contains the latest data avail- 
able on both the domestic and world market supply and price situation as well as 
analysis of special current problems of interest to domestic producers and con- 
sumers. 

International Sugar Agreement 

The International Sugar Agreement was revised during the 1957 fiscal year, 
At 2 United Nations Sugar Conferences, the first in New York in May—June 1956, 
and the second in Geneva in October 1956, representatives of 63 nations negotiated 
and adopted amendments designed to make the agreement more workable. The 
protocol amending the International Sugar Agreement was under consideration 


— 
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by the United States Senate at the turn of the fiscal year. The Senate advised 
ratification of the amendments to the agreement on August 8, 1957, and the 
amended agreement was duly ratified by the President on September 3, 1957. 
Essential features of the amendments are as follows: 

1. The principal price range of the agreement is now 3.15 to 4.0 cents per 
pound, in lieu of the previous range of 3.25 to 4.35 cents. 

2. Many of the export quotas assigned the various exporting countries 
have been adjusted to better meet their individual situations. 

3. The quota adjustment provisions have been amended to simplify the 
administration of the agreement and provide more flexibility in adjusting 
export quotas, particularly during periods of increasing demand. Of special 
importance to importers is the fact that export quotas may be increased 
without limit at any time the world price exceeds 3.45 cents, and that all 
quotas are automatically suspended when the price averages over 4.0 cents 
per pound for 17 marketing days. 

Burdensome world surpluses were reduced gradually during 1955 and early 
1956. Then in the fall, the short sugar beet crop in Europe together with the 
Suez crisis and the Hungarian revolt touched off a wave of sugar buying. More- 
over, the Cuban crop then growing was known to be affected by inadequate rain- 
fall. On the basis of these developments, world sugar prices rose sharply from 
3.25 cents on November 1 to 6.37 cents on January 15 and to 6.85 cents on April 22 
and averaged 6.12 cents in June. In accordance with the revised agreement, 
quotas became inoperative as of January 25, 1957, when the world price had 
averaged over the 4-cent level for 17 consecutive market days. 

The International Sugar Council met five times during the fiscal year. The first 
two meetings were concerned with the problem of adjusting quotas to maintain 
prices at not less than 3.25 cents. The last three were concerned with the prob- 
lem of making adequate supplies available to member importing countries. Also, 
exporting countries were requested to make all stocks available and to give mem- 
ber importing countries priorities with respect to purchases. Representatives of 
the United States participated in the Council meetings as well as in the work of 
the standing committees. Moreover, data relating to production, supplies, and 
imports of the United States were furnished to the Council monthly. World 
production, supplies, and consumption were kept under careful review in view of 
the volatile world price situation. 


Program administration 
The sugar program is administered in the counties by elected county and com- 
munity committeemen and in the States by State agricultural stabilization and 
conservation committees composed of resident farmers appointed by the Secretary. 
Administrative expense allocations to States are based on workload data for 
the previous year adjusted to reflect any contemplated changes in program opera- 
tions. 
Workload data 


Tables II and III set forth the workload data in connection with the 1957 crop 
(fiscal year 1958). 
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Tasie IIl.—Sugar Act program (beet), estimated workload data for the 1957 crop 


Number of Number of Estimated 
State 





counties farms planted 
acreage 
Illinois. 5 119 1, 980 
Indiana... 2 3 50 
Iowa 4 23 1, 400 
Michigan 8 3, 390 73, 685 
Ohio 19 1, 030 22, 736 
Wisconsin 21 4655 8 450 
Midwest area 79 030 108, 30 
California 1 2, 105 201, 686 
Colorado 25 4, 263 141, 426 
Kansas - - 8 41 8, 602 
Nevada 1 a”) 59 
New Mexico : 1 15 y) 
Texas... 39 1, 780 
Utah 14 2, 271 0, 78 
Southwest area. .- S 8, S04 s st 
Idaho 24 i552 89. 367 
Minnesota. 21 YZ 7 
Montana... 21 1,313 
Nebraska 2) 1, 721 
North Dakota. . \ 559 
Oregon 3 19 
South Dakota 4 13 
Washington 7 1, 166 
W yoming 11 975 % 
Northwest area 120 L1, 266 42 85 
Total States. ._- 284 25, 100 413, 972 


TABLE III.—Sugar Act program (cane), estimated workload data for the 195? 


OD 


Number of | Number of | Plantation | Number of Estimated | Estimated 


state or area counties mill areas mill farms planted harvested 
districts acreage icreagt 
Florida 4 25 36, 000 
Louisiana 21 3, 860 254, 000 
Puerto Rico 32 19, 000 370. 000 
Hawaii 8 850 8 
Virgin Islands l 350 1 9 
Total 25 33 28 24, 085 290, 000 482. 955 


' Not available for Puerto Rico, Hawaii, and the Virgin Islands. 
SUGAR TAX COLLECTIONS 


Mr. Wuirren. Could we have inserted in the record at this point a 
table showing the total collections and payments since the start of 
this program? 

Mr. Breacu. Yes, sir; we have that. 

Mr. Wurrren. Could we show the extent to which these payments 
are made and the amounts for the last several years? 

Mr. Bracu. Yes, sir; we will do that. 

(The table requested follows:) 
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Sugar tax collections compared with obligations under the sugar program 


Sugar tax collections 














Fiscal year ce ae Sera a _| Total obliga- 
| tions 
Excise tax | Importtax | Total 

1938__ ; 2 ; $30, 569, 130 $2, 680, 298 $33, 249, 428 | 30, 599 
1939 __- cand 65, 414, 058 3, 494, 627 | 68, 908, 685 0, 654 
1940 68, 145, 358 5, 456, 207 | 73, 601, 565 | 2, 400 
1941 74, 834, 839 4, 859, 760 | 79, 694, 599 , 678 
1942 ou 68, 229, 803 4, 088, 963 72, 318, 766 47, 869, 513 
1943 . 53, 551, 777 3, 520, 064 57, 071, 841 55, 638, 374 
1944 68, 788, 910 5, 097, 940 73, 886, 850 54, 818, 026 
1945__- ; 73, 293, 966 3, 552, 414 76, 846, 380 52, 361, 159 
1946_- , 56, 731, 986 3, 231, 592 59, 963, 578 48, 418, 425 
1947__ 59, 151, 922 5, 115, 447 64, 267, 369 53, 343, 569 
1948 ‘ 71, 246, 834 3, 284, 502 74, 531, 336 54, 796, 514 
1949 76, 174, 356 4, 698, 867 80, 873, 223 71, 880, 810 
1950 71, 188, 029 4, 091, 155 75, 279, 184 59, 935, 494 
1951 80, 191, 884 3, 613, 479 83, 805, 363 63, 684, 105 
1952 78, 473, 191 3, 621, 210 82, 094, 401 69, 813, 289 
1953 78, 129, 860 5, 005, 959 83, 135, 819 64, 974, 434 
1954- 73, 885, 000 4, 498, 368 78, 383, 368 59, 645, 000 
1955 7&8, 512, 000 4, 177, 097 82, 689, 097 59, 600, 000 
1956 82, 894, 000 4, 806, 321 87, 700, 32 59, 600, 000 
1957 86, 091, 000 4, 305, 501 90, 396, 501 67, 600, 000 

SOOM. outa - 1, 395, 497, 903 83, 199, 771 1, 478, 697, 674 1, 113, 410, 043 


Mr. Wuirtten. I notice you say there will be a substantial increase 
in the appropriation during the current year. 

That is based on your present estimates? 

Mr. Bracn. That is based on the present estimate of the size of 
the crop; yes. It also is based on the amount required to actually 
make payments under last year’s crop. This appropriation, as you 
know, pays part of the cost of financing two different crops, so that 
if we are short because of a larger payment than we anticipated, it 
is necessary to ask for a larger amount the following year. 


Mr. Wuitrren. Mr. Horan. 


STATE ACREAGE ALLOCATIONS 


Mr. Horan. I notice in your justification under the Sugar Act that 
you had increased acreages in the State of Washington. 

Mr. McLayn. Slightly in a few States. 

Mr. Beacu. I didn’t notice the State of Washington. 

What page are you looking at, sir? 

Mr. Horan. I was looking at page 228 of the green sheets. 

Mr. Breacnu. The estimated acreage in Washington is 34,397 acres. 

Mr. Horan. That is an increase; isn’t it? 

Mr. Beacu. I will have to check. 

Mr. McLain. We had a few States that were decreased so there 
has to be an increase somewhere. 

Mr. Horan. Well, Mr. Chairman, Mr. Beach can just answer for 
the record later. 

Mr. Bracu. I don’t have the last year’s figures for that. Yes; we 
will provide it for the record. 

Mr. Horan. Give us 3 years on the acreage allowed. 

(The information requested follows:) 





Mainland beet sugar area: 
California... 
Colorado. 
Idaho-. 
Illinois... 
Indiana_. 
Iowa... 
CS eee 
Michigan 
Minnesota........-.- 
Montana. ......-- 
Nebraska 
Nevada ; 

New Mexico___. 
North Dakota... 
Ohio 

Oregon 

South Dakota 
Texas. 

Utah 
Washington 
Wisconsin... 
Wyoming... 
Reserve 


Total 


Mainland cane sugar area: ! 


Florida 
Louisiana... 


Total 


State 


1 Represents proportionate shares. 


NOTE. 


Estimated planted acreage, Sugar Act program 


Mainland beet sugar area: 
California 
Colorado 
Id sho 
Illinois 
Indiana 
lowa 
Kansas 
Michigan 
Minnesota_. 
Montana. -- 
Nebraska 
Nevada 
New Mexico 
North Dakota_.- 
Ohio 
Oregon A 
South Dakota_. 
Texas 
Utah ‘ 
Washington. 
Wisconsin --. 
Wyoming 


Total. 
Mainland cane sugar area: 
Florida 


Louisiana 


Total. 


NOTE. 


21494—58—pt. 3 


State 





36 
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State acreage allocations 


Crop year 
| 1955 


182, 410 
: 130, 715 

Ke : 79, 715 
ete oak ane 2, 095 


70 | 


eae 1, 545 


81, 420 
66, 035 
Se 50, 980 

~ ‘ 58, 720 
nul 0 
770 

, 600 
, 220 
, 685 
, 365 
590 
545 
795 
2, 865 
, 645 


850, 040 


a 36, 
263, 


000 
000 


299, 000 


Not available for Puerto Rico, Hawaii, and Virgin Islands 


Crop year 
1955 


, 742 


79, 715 


7, 255 | 


, 284 | 


1, 820 | 


40 

S84 

6, 900 
65, 614 
013 


613 
0 
770 

, 600 
9, 782 
685 
5, 365 
1, 576 
30, 291 
30, 
34, 545 
807, 914 


37, 000 
244, 000 


680 | 


795 | 


, 200 | 


“ 281, 000 | 


Crop year 


1956 


Crop ye 


1956 


179, 


30, 


7, 500 | 


34, 


837, 


32 


215, 000 | 


2 247, 


530 


591 | 
054 | 
2, 007 


64 
485 
267 


803 


7, 263 


248 
816 


500 | 
76A | 
5, 006 | 
307 
478 | 


631 
614 


813 | 
2, 149 


, 45 


500 


10, 500 


200 
800 


, 000 


021 


, 394 


054 
000 
42 


, 344 | 


267 


76, 948 
7, 263 
, 248 
. 816 | 


500 
660 


5, 006 
, 418 | 
, 805 


478 


, 631 
, 980 | 


750 
745 


870 
000 


000 


-Estimated planted acreage not available for Puerto Rico, Hawaii, and Virgin Islands. 


Crop year 
| 1957 


206, 041 
147, 053 
89, 367 
2, 358 
68 

1, 746 
8, 153 
83, 344 
75, 088 
| 57, 210 
65, 657 
563 
853 

39, 077 
22, 736 
19, 877 
6, 116 
1, 820 
34, 175 
34, 397 
13, 014 
38, 787 
2, 500 


950, 000 


36, 000 
265, 000 


301, 000 


Crop year 
1957 


201, 686 
141, 426 
89, 367 
1, YSO 
50 

1, 400 
8, 602 
73, 685 
75, 088 
56, 878 
62, 954 
559 

750 

38, 891 
22, 736 
19, 484 
5, 300 
1, 780 
30, 783 
34, 397 


| 913, 972 


36, 000 
254, 000 


290, 000 











1750 
NatTIONAL Woo. Act 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities 
Reimbursement to Commodity Credit Corporation (total 
obligations $2, 020, 975 $29, 671, 679 $30, 000, 000 
Financing: 


Appropriation (new obligational authority 2, 020, 975 29, 671, 679 39. 000, 000 


Object classification 


1957 actual | 1958 estimate | 1959 estimate 


14 Interest --- $14, 943 $1, 570, 404 $2 994. (OK 

Undistributed: Reimbursement to Com: ty Credit Corpo- 
ration 2, 006, 032 28, 101, 278 27, 006, 000 
Total obligation 2, 020, 975 29, 671, 679 : 4) ‘ 


Mr. Wuitrten. We turn then to the National Wool Act. In that 
connection we would like pages 230 to 239 of the justifications inserted 
in the record at this point. 

(The justification referred to is as follows:) 


NATIONAL Woot Act 


e 


PURPOSE STATEMENT 


The principal objectives of the National Wool Act of 1954 (Public Law 690, 
approved August 28, 1954) (7 U. 8. C. 1781-1787) are to provide for the national 
security and promote the general economic welfare by encouraging the domestic 
production of approximately 300 million pounds of shorn wool, grease basis, at 
prices fair to both producers and consumers, in a manner which will have the 
least adverse effects upon foreign trade. 

Method and support level. To aid in carrying out these objectives, the act 
authorizes an incentive payment program which provides a support level for 
shorn wool not in excess of 110 percent of parity. The support price for mohair 
is established at a level necessary to maintain approximately the same percentage 
of parity for mohair as for shorn wool, the deviation to be no more than 15 percent 
above or below the comparable percentage of parity at which shorn wool 
supported. 

The program applies to shorn wool and mohair and to unshorn lambs marketed 
during the marketing year April 1, 1958, through March 31, 1959. The an- 
nounced support price for shorn wool is 62 cents per pound, grease basis, and 
70 cents per pound for mohair. These incentive prices represent 95 percent and 
82 percent of the September 15, 1957, parity prices for wool and mohair, respec- 
tively. The level of support for pulled wool will be so related to the shorn wool 
incentive price as to maintain normal marketing practices. 

If average prices received by producers for their marketings of wool and mohair 
fall below the incentive price levels announced, payments will be made. These 
payments will be based on the percentage needed, in the case of each commodity, 
to bring the national average price received by producers up to the incentive 
price. The total of all such payments is limited to 70 percent of the accumulated 
totals, as of the date of such payments, of gross receipts from specific duties 
collected on and after January 1953 on wool and wool manufactures. 

The program announced for the 1958 marketing year is the last one authorized 
under the act. 
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Further programs will depend on the enactment of legislation to extend the 
program beyond the marketing vear ending March 31, 1959. 

Referendum.—In August 1955, in a referendum called by the Secretary of Agri- 
culture as provided in section 708 of the National Wool Act, considerably more 
than the required two-thirds of producers expressed approval of an agreement 
previously entered into by the Secretary with the American Sheep Producers 
Council, Inc., for the conduct of an extensive advertising, sales promotion, and 
market-development program for wool, mohair, sheep, goats, or the products 
thereof. The expense of this program is financed from deductions from the 
incentive payments due producers in each marketing year. The program is 
designed to improve and expand the market for the industry’s products and 
ultimately to reduce the extent of Government price assistance required. 

Financing.—Capital funds of the Commodity Credit Corporation are used for 
incentive payments and other program costs. Section 705 of the National Wool 
Act provides for reimbursing the Corporation for costs of the program by appro- 
priating an amount equal to not to exceed 70 percent of specific duties collected on 
wool and wool manufactures in the calendar year preceding the beginning of each 
fiscal year starting with the calendar year 1954. 


Appropriation (permanent): 
Appropriated, 1958 $29, 671, 679 
Budget estimate, 1959____ : 30, 000, 000 


National Wool Act 


Appropriation, 1958, and base for 1959_____ $29, 671, 679 

Budget estimate, 1959_- 30, 000, 000 
Increase (reimbursement to CCC for estimated costs to be 

incurred in the fiscal year 1958) - - +- 328, 321 


Project statement 


Project 1957 1958 (esti- Increase 1959 (esti- 
mated) mated 


Reimbursement to Commodity Credit Corporation for 
expenditures under National Wool Act (appropria- | 
tion or estimate) -......-- $2, 020, 975 |$29, 671, 679 | +$328, 321 | $30, 000, 000 
| | i 


INCREASE 


Incentive payments for the 1956 marketing vear program—made in the fiscal 
vear 1958—are estimated to total $53,100,000. This amount consists of estimated 
payments of $45,200,000 on approximately 255,367,000 pounds of shorn wool, at 
an average rate of 17.7 cents per pound, and $7,900,000 on unshorn lambs sold. 
Wool for unshorn lambs sold is supported on a basis comparable to that for shorn 
wool. Administrative expenses and interest charges are expected to bring the 
total costs of the wool program for the year to $58,891,000. Of this amount, the 
basic statute provides for reimbursement to the extent of 70 percent of the specific 
duties on wool and manufactures estimated to be collected in the calendar year 
1957. The amount of reimbursement is estimated to be $30 million. 

The unrecovered balance will remain on the books of the Corporation as a 
receivable until subsequent appropriations become available. At the current 
rate of duties collected, it is anticipated that reimbursement for costs during the 
fiscal year 1958, and for prior years not fully reimbursed, will not be effected until 
the fiseal year 1961. 

The increase of $328,321 is the difference between the estimated maximum 
reimbursement authorized in the fiscal year 1959 and the amount of reimburse- 
ment in the fiscal year 1958 for expenses incurred under the National Wool Act 
during the fiscal year 1957. 

The following tables show, by major activity, the Commodity Credit Corpora- 
tion’s costs, estimated reimbursements, and unrecovered balances: 
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Costs of the National Wool Act 


| 
| Fiscal Fiscal | Fiscal | Fiscal 


1 

| Fiscal | Fiscal | year 1957 | year 1958 | year 1959 | year 1960 

| year year (1955 (1956 (1957 | (1958 
1955 | 1956 market- market- market- market- 


ing year) 


ing year) | ing year) | ing year) 


, : j | i 
Volume of marketings: 
Pounds, shorn wool... | ‘ 7 260, 308, 000) 255, 367, 000/254, 700, 000) 255, 000, 000 


Hundredweight, unshorn lambs- -_| ae _| 9,917,000} 11, 127,000} 11, 315,000} 11, 315, 000 
Incentive payments (cents)- | | | 
Per pound, shorn wool... a amb octt 19. 2 17. 7| 9. 5 12.0 
Per hundredweight, unshorn | 
lambs_-._- is ae? pedal 77.0 71. 0} 38.0 47.7 


Incentive payments: | | | 
Shorn wool___.__- Se 1$50, 013, 650/$4 





| 
| 

5, 200, 000/$24, 200, 000|$30, 600, 000 

Unshorn lambs. -. x ae | 7,607,409) 7,900,000) 4,300,000) 5, 400, 000 
Total payments.__-- _...-|.---------] 57,621, 059] 53, 100,000} 28, 500, 000} 36, 000, 000 
Administrative expenses | $187, 432|/$2, 006,032} 2,100,889) 2,797,000) 2,797,000) 2, 797,000 
Interest expense----- ' 252 14,943) 1, 570,404) 2,994,000) 3,319,000) 3, 663, 000 
Pe ieces--- | 187, 684) 2,020,975) 61, 292,352) 58, 891,000) 34, 616, 000) 42, 460, 000 


Costs and reimbursements to CCC 


| | | 
| Fiscal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal 


| year 1955 | year 1956 | year 1957 | year 1958 | year 1959 | year 1960 
(actual) | (actual) | (actual) | (estimate) | (estimate) | (estimate) 
| | | 
i 
Unrecovered costs, prior years - -- $187, 684) $2, 020, 975'/$61, 292, 352/$90, 511, 673/$95, 127, 673 
Current year costs-- $187, 684| 2,020,975) 61, 292, 352) 58, 891,000) 34, 616, 000} 42, 460, 000 


Total cumulative unrecovered | 
costs... 187, 684| 2, 208, 659) 63, 313, 327\120, 183, 352/125, 127, 673/137, 587, 673 


Reimbursement to CCC !___. a 187, 684! 2,020,975) 29, 671, 679) 30, 000, 000) 32, 000, 000 


Unrecovered balance end of year. 187, 684) 2, 020,975) 61, 292, 352) 90, 511, 673) 95, 127, 673 105, 587, 673 


1 Limited to 70 percent of duties collected on wool during preceding calendar year. 


STATUS OF PROGRAM 


Purpose.—The objective of this program is to encourage an annual domestic 
production of approximately 300,000,000 pounds of shorn wool. 

Operations.—This is accomplished by incentive payments to eligible producers 
on a percentage basis reflecting the amount required to bring the national average 
received by all producers up to the announced incentive level. The incentive 
level shall not exceed 110 percent of parity. Pulled wool is supported, in a com- 
parable relationship to shorn wool, by payments on the sale of lambs that have 
never been shorn. Mohair is supported at a level not in excess of 15 percent above 
or below the comparable percentage of parity at which shorn wool is supported. 

The total of all payments may not at any time exceed an amount equal to 70 
percent of the accumulated totals of the gross receipts from specific duties col- 
lected on and after January 1, 1953, on wool and wool products under schedule 11 
of the Tariff Act of 1930, as amended. Payments are made through the agricul- 
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tural stabilization and conservation county committees and are financed by the 
Commodity Credit Corporation. The Corporation is authorized to be reimbursed 
for any expenditures made under this program. However, such reimbursement 
for any fiscal year is limited to an amount equal to 70 percent of the gross receipts 
from specific duties collected on wool and wool products during the period Jan- 
uary 1 to December 31 preceding the beginning of such fiscal year. 

Sales promotion.—In August 1955, in a referendum called by the Secretary of 
Agriculture, as provided in section 708 of the National Wool Act, 72 percent of 
producers voting approved an agreement previously entered into by the Secretary 
with the American Sheep Producers Council, Inc., for the conduct of an extensive 
advertising, sales promotion and market-development program for wool, mohair, 
sheep, goats, or the products thereof. The expense of this program is financed 
from deductions from the wool payments due producers in each marketing year. 
The program is designed to improve and expand the market for the industrv’s 
products and ultimately to reduce the extent of Government price assistance 
required. 


1956 program 


Payments under the 1956 program, which were made early in the fiscal year 
1958, were announced at 40 percent of the dollar returns each producer received 
from the sale of shorn wool during the 1956 marketing year, which would bring 
the national average return per pound to all producers up to the incentive level 
of 62 cents per pound. The payment rate on lambs (pulled wool compensating 
payments) is 71 cents per hundredweight of live unshorn lambs sold. As the 
market price for mohair remained at a sufficiently high level during the 1956 
marketing year, no payments were required. 


1957 program 


Substantially the same program is being continued for the 1957 marketing 
year. The incentive level remains at 62 cents per pound for shorn wool, grease 
basis. The payment rates for the 1957 program will be determined in mid-1958 
after all producer returns from the 1957 clip have been filed. Payments will be 
made during the fiscal year 1959. Under the program for 1957, each producer 
who owns lambs for 30 days or more and sells the lambs unshorn for any purpose 
will be eligible for a payment. The payments will be made on the weight or 
weight increase of the animals that occurs during each producer’s ownership. 
Any shorn wool incentive payments made to producers who buy unshorn lambs 
and later shear them will be adjusted downward by the amount of the lamb pay- 
ment previous owners were eligible to receive. 


1958 program 


The program for the 1958 marketing year has been announced at the same 
level as for the 1957 program. It is currently anticipated that sufficient funds for 
the 1958 marketing year will be available provided the prices received by pro- 
ducers continue at current levels and duty collections available for payments 
increase somewhat as a result of the complete disposal of wool acquired by CCC 
under previous price-support programs, Payments under the 1958 program will 
be made during the fiscal year 1960. 

1959 program 


New legislation will be required in order to provide an incentive payment 
program for wool for the 1959 marketing year, as present legislation covers the 
marketing year 1958 which will end on March 31, 1959. 
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Summary 


The following statement reflects a summary of the actual and estimated ince: 
tive payments compared with the limitation on such payments: 


70 percent of customs receipts on wool: 
Jan. 1, 1953, to Dee. 31, 1955 (actual)____.____-- ry $90, 977, 826 
Jan. 1, 1956, to Dee. 31, 1956 (actual) (basis for reimbursement 

he 4507) se seal year: 1968) 2.5 256 eclece un siabts xian 29, 671, 679 
Jan. 1, 1957, to Dee. 31, 1957 (estimate) (basis for reimburse- 

ment to CCC in fiscal year 1959)____.._.._.___- icine a SO, GOO, 000 

Total through calendar year 1957 ___- bbb sku. pete: 150, 649, 505 

1955 marketing year: 

Payments in fiscal year 1957 (actual) - - ‘ $57, 621, 059 
Balance of limitation available after 1955 marketing year 
payments___--- pwew wn Bee ‘ ar 93, 028, 446 
70 percent of estimated customs receipts on wool—calendar 
year 1958 (basis for reimbursement to CCC in fiscal year 
1960) _ - adh ht Sie Pewee tcinaia : 32, 000, 000 

1956 marketing year: 

Payments in fiscal year 1958 (estimate) 


pe east cele a 53, 100, 000 


Balance of limitation available after 1956 marketing year 
payments__----- a Latah ie bea SC kaa pee a ere 71, 928, 446 
70 percent of estimated customs receipts on wool—Jan. 1 
Mar. 31, 1959 ae Slabs eile SSS =i : 8, 000, 000 
1957 marketing year: 
Payments in fiscal year 1959 (estimated) _...__._...__--_--- 28, 500, 000 


Balance of limitation available after 1957 marketing year 


ENE ped da i A IR ang AR a ur inc oa 51, 428, 446 
1958 marketing year: 
Payments in fiscal year 1960 (estimate) _ .__-_- Fe GS ates - 36, 000, 000 


Balance of limitation unused_-_---- 


ether eB CD. RE RE 15, 428, 000 


Paymenis by States —The payments, by States, made through the end of the 
1957 fiscal year on the 1955 program and through October 31, 1957, on the 1956 
program, are shown in the following tables: 





Payments, by States, under the 1955 wool program, through June 30, 1957 





























Shorn wool Lambs | 
State “2 ete ee Total 
| deduction | payments 
Pounds | Payments Pounds Payments 
Alabama . 261, 000 $50, 212 | 878, 000 $6, 228 $3, 048 | $59, 488 
Arizona... f 3, 368, 000 | 609, 276 11, 734, 000 | 85, 766 39, 545 734, 587 
Arkansas. -- | 299, 000 56, 722 | 1, 586, 000 10, 244 3, 786 70, 752 
California | 22,249,000 | 4,461,066 | 95, 084, 000 684,944 | 270,032 | 5,416,042 
Colorado . 4 ‘ | 14,276,000 | 2, 515, 034 | 99, 628, 000 708, 561 192, 575 3, 416, 170 
Connecticut... __- 32, 000 6, 745 | 6, 000 | 28 325 | 7, 098 
Delaware 18, 000 | 3, 589 | 34, 000 | 244 196 4, 029 
Florida. - Rice 16, 000 | 2, 843 2, 000 232 | 160 | 3, 235 
Georgia : Sai | 98, 000 | 20, 766 150, 000 1, 127 1, 053 22, 946 
Idaho__-. ; . 13, 369,000 | 2,433,174 91, 246, 000 628, 625 | 179,317 | 3,241,116 
Illinois __-- ‘ .--| 4,981,000 | 855,904 | 34, 366, 000 236, 706 66, 997 1, 159, 607 
Indiana... ‘ ..-| 3,841,000 698,198 | 21, 708, 000 158, 115 | 49, 263 905, 576 
lowa__-- “ | 10,242, 000 1,871,758 | 80, 092, 000 | 565, 353 142,471 | 2,579, 582 
Kansas } 3,720,000 | 572, 332 | 24,390, 000 | 186, 791 49, 395 808, 518 
Kentucky --| 3,822,000 | 770, 106 | 29,804,000 | 200, 953 | 53, 121 1, 024, 180 
Louisiana __- 423, 000 | 80, 000 | 230, 000 1, 384 | 4, 348 | 85, 732 
Maine ened 126, 000 26, 572 360, 000 2,617 | 1, 436 | 30, 625 
Maryland 219, 000 40, 118 | 844, 000 | 6, 173 2,611 | 48, 902 
Massachusetts 63, 000 | 14, 792 | 44, 000 | 316 650 | 15, 758 
Michigan ..---| 8,590,000 | 683,249 | 14, 512, 000 | 102, 703 | 43, 155 829, 107 
Minnesota _- ....--| 6,271,000 | 1,078,338 | 35,118,000 | 254,282 | 80,265) 1,412,885 
Mississippi - - adivensioe 376, 000 | 67, 564 780, 000 | 6, 663 | 4, 152 78, 379 
Missouri... | 5, 592, 000 | 1, 048, 260 3, 448, 000 285, 342 75, 148 1, 408, 750 
Montana. .- _...-| 14,817,000 | 2, 859, 625 614,000 | 185,324 160, 979 3, 205, 928 
Nebraska_ : ----| 3,701,000 589, 876 5, 548, 000 398, 695 64, 780 1, 053, 351 
Nevada . | 3,161, 000 | 607, 748 | 3, 526, 000 46, 990 34, 877 | 689, 615 
New Hampshire eel | 36, 000 | 7, 246 | 36, 000 | 253 382 | 7, 881 
New Jersey__. 52, 000 | 10, 729 | 302, 000 2,177 | 670 | 13, 576 
New Mexico-. ‘ 12,329,000 | 1,881,401 | 4,984, 000 35, 774 125, 786 2, 042, 961 
New York ‘ £5 _..| 1,178,000 235,803 | 5, 600, 000 45, 090 14, 575 | 5, 
North Carolina. _- | 189, 000 | 41,236 | 1,072,000 4, 990 2, 428 | 
North Dakota- - 2 | 5, 402, 000 | 921,920 | 27,918, 000 200, 843 67, 974 | 
Ohio... 4 2 ----| 11,178,000 | 2, 154, 571 31, 156, 000 | 230, 489 127, 353 | 
Oklahoma... thin | 1, 724, 000 248, 170 9, 316, 000 | (6, 232 21, 902 | ‘ 
Oregon... _- 7,149,000 | 1, 405, 400 21, 530, 000 |} 158,417 82, 252 1, 646, 069 
Pennsylvania-----.-_-- |} 1,493,000 | 311,374 | 2, 520, 000 18, 228 | 16, 186 | 345, 788 
Rhode Island_-_.----. | 10, 000 | 1, 932 16, 000 92 105 | 2, 129 
South Carolina__- 38, 000 | 8, 220 | 62, 000 | 442 416 | 9, 078 
South Dakota. .--_- ieee | 10, 503, 000 1, 919, 225 54, 280, 000 400, 917 132,171 | 2,452,313 
Tennessee _____ 1, 360, 000 | 282, 931 11, 550, 000 | 84, 235 | 19, 372 386, 538 
Texas... ; | 49,754,000 | 9,112,885 | 26, 218, 000 | 191, 629 510, 650 9, 815, 164 
Co | 11, 614,000 2,113,290 | 47,202,000 | 340, 169 139,737 | 2, 593, 196 
Vermont_..- sie! 49, 000 | 10, 329 | 166, 000 1,070 | 569 | 11, 968 
Virginia. -_- ; 1, 583, 000 | 313,498 | 14, 908, 000 | 103, 509 | 23, 280 | 440, 287 
Washington_._... | 8, 243, 000 | 571, 539 | 16, 132, 000 116, 161 | 40, 495 | 728, 195 
West Virginia__._._- 1, 493, 000 316,156 | 11, 472, 000 80, 441 | 20, 664 | 417, 261 
Wisconsin... .__- 1, 762, 000 320,697 | 9,878, 000 74, 253 22, 554 | 417, 504 
Wyoming... ; os 19, 238, 000 3, 198,165 | 26, 626, 000 191, 754 205, 698 | 3, 595, 617 
1 


Total. 260, 308, 000 47, 410, 584 | 991,676,000 | 7, 111, 57 3, 098, 904 | 57, 621, 059 











State 


Alabama 
Arizona_. 
Arkansas 
California 
Colorado ; 
Connecticut -__. 
Delaware... ..-- 
Florida__ 
Georgia. -_.- 
Idaho__ 
Iilinois- 
Indiana __ 
Iowa. 

Kansas 
Kentucky 
Louisiana _- 
Maine. .__- 
Maryland 
Massachusetts - -- 
Michigan 
Minnesota _ .. 
Mississippi 
Missouri-_ 
Montana___ 
Nebraska. - _- 
Nevada. 


New Hampshire - : 


New Jersey. _- 
New Mexico... 
New York. 
North Carolina. __ 
North Dakota___- 
Ohio 
Oklahoma._._-_- 
Oregon 
Pennsylvania__ 
Rhode Island 
South Carolina._- 
South Dakota___- 
Tennessee 

Texas __ 

Utah__-. 

Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 


Total 


1 Total payments for fise 


Mr. Wuirten. I notice you have an increase of $328,321. 


Shorn wool 
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| 





Unshorn lambs 





Thou- 
| sands of 
pounds 


-| 321 
, 938 
319 
591 
652 


tw 


18, 
13, 


Go Co SO 60 > dO 
5p OO BS ie ee 

2 & = = 
S ~ 


PAYMENTS 


Pe 


3, 462, 


bo 


th 


3, 


43 


il year 1958 estimated 


1yments 


$51, 189 
977 
665 


465, 
59, 


263, 








— 


10, 285 
057, 
248, 68 
, 214, 
, 093, 

10 
330, § 
445, 295 
307, : 
310, 7? 
659, 


, 694, 846 



































ead ieee Promo- 
| Total tion de- 
Thou- | payments | duction | 
sands of | Payments 
pounds | 
ja picceisctanibe 
938 | $8,787 | $59,976 | $3,452 
12, 306 86, 938 | 552,915 | 34,786 
1,274 | 13,506 | 73, 171 3, 799 
68,122 | 474,636 | 3,936,718 | 211,464 
113,222 | 634,532 | 2,897,582 | 175,718 
14 | 87 5, 843 319 
83 585 4, 065 232 
} a ™ 3, 594 216 
561 | 3, 950 36, 795 2, 104 
113,825 | 675,738 | 2,850,182 168, 933 
36, 801 169, 018 | 892, 547 54, 065 
20, 829 123, 062 | 699, 898 42, 442 
71,715 | 353,539 | 1,967,206] 115, 497 
23,366 | 154,332 | 696,349 | 46,483 
34,678 | 23% | 945,652 | 56,312 
260 | 6, 3 | 68, 006 | 4, 335 
430 | 3 30, 148 1, 623 
1,091 | 7 45, 390 2 610 
46) 1 14, 376 748 
14,845 | 122, 715, 973 | 
37,579 | 218,105 | 1,238, 804 
1, 355 s | 80, 368 | 
60,477 | 259, | 1,288,014 
| 509, 3, 143, 451 | 
38 | 161, 780, 334 | 
15, 309 143, 636, 911 ), & 
46 7, 469 | 420 
i 10, 291 | w 
| 223 2, 107, 407 
| 35. 237, 009 | 
10 | 50, 927 | 
| 181 | 1,076, 440 | 
| 203,594 | 2,154,210 | 
| 54, | 260, 007 
| 241 | 1,472,793 | 
| 30 320, 390 
2, 349 
| 10, 935 
2, 490, 509 
336, 056 
; 8, 843, 211 
425, 2, 518, 554 , 498 
1, 11,719 644 
5, 825 113, 810 444, 735 24, 577 
16,710 | 103, 369 | 548, 664 32, 507 
12, 768 90, 451 397, 735 21, 761 
10, 358 63, 932 | 374, 671 21, 120 
85,943 | 572,393 | 4,231,879 259, 819 
, 295, 673 |7, 877, 382 | 151,572,228 3,052,070 


UNDER 


at $53,100,000. 


THE WOOL 


ACT 


Payments, by States under the 1956 wool program, through Oct. 31, 1957 


Total 
pro- 
ducers 








3, 972, 


060 


48, 520, 158 


When I 


come to this Wool Act and the Perishable Commodities Act, and the 


9 
32 


section 


funds, all with large direct payment funds out of the 


Treasury, I can understand why those groups don’t seem to think 
they have an interest in the farm program. 


made. 


They have got theirs 


The Democrats refer to this as the Benson version of the Brannan 


plan. 


How long do you expect that act to continue? 
Mr. McLain. It expires at the end of this next marketing year, 


March 1959. 


The Republicans don’t refer to it that way, I don’t believe. 
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Mr. Wuirten. And what total payments have you made out of the 
Treasury at this point? 

Mr. Beacu. In the fiscal year 1956, we made no program payments, 
but had administrative expense of $2 million. 

In the 1957 marketing year we made payments of $57,657,229 
the fiscal year 1957—and the estimate for the fiscal year 1958 is 
$53,100,000. 

Mr. Warren. W hy does it run around $50 million for 2 of those 
years, yet you didn’t have to make any in the other? 

Mr. Bracu. ine on didn’t get started. 

Mr. Wuirten. Well, I thought you said you did make payments in 
1956. 

Mr. Bracu. No, sir. Expenses were incurred in the fiscal year 
1956, but no payments were made in that year. 

Mr. Wuirten. I see. 

Again, is the basis for that act to maintain the income of those 
engaged in wool growing, or is it for the purpose of promoting a 
permanent supply? W hat is the basis for the legislation? 

Mr. McLain. I think we can quote from the act itself, Mr. Whitten. 
It is pretty clear. 

Go ahead, Bob. 

Mr. Beacu. Basically it is to increase the supply of wool to an 
annual production of 300 million pounds and to provide for national 
security and general welfare by assuring a domestic supply of a com- 
modity that is in short supply here as far as domestic production is 
concerned. 

Mr. Horan. How short is the supply: of wool? 

Mr. McLain. Near a third, domestic production is just right in 
the neighborhood of a third of total needs. 

Mr. Wuirren. Those that point to the Wool Act and point to the 
Sugar Act as being the basis of justifying compensatory payments 
need to point out that these are commodities where we are in short 
supply and we have a source of these funds. 

Mr. McLain. That is right. 

Mr. Wuirtren. Now, with regard to the Wool Act, what is the 
payment rate? 

Mr. Beacnu. For 1957, 62 cents per pound is the support price. 

Mr. Wuirren. Do you operate this through a capital fund, 
revolving fund, or anything of the sort? 

Mr. Bracn. We pay these costs out of the Commodity Credit 
Corporation funds and set up receivables against the National Wool 
Act. 

Mr. Wuirtren. And that Wool Act is based on import duties on 
wools coming into this country? 

Mr. Beacu. The limitations on payments are based on wool 
import duties on wool coming into this country. There is another 
limitation that restricts the amount that CCC may be reimbursed. 

Mr. Wuirren. What is that limit? 

Mr. Beacu. $30 million; that is the reason for this. 

Mr. Wuirren. In other words, you lack about $20 million of 
collecting as much as you pay out next year? 

Mr. Breacu. That is correct. 











Mr. Wuirten. Is that the limit? Do you have a table showing 
what our collections have been as well as our payments? 

Mr. Breacu. Yes; we have a table that summarizes that. 

Mr. Wuitrten. We would like to have that included in the record 
at this point. 

(The information requested follows:) 


Actual and estimated incentive payments compared with limitation 


70 percent of customs receipts on wool: 


Jan. 1, 1953, to Dec. 31, 1955 (actual) - - _ - hides $90, 977, 826 

Jan. 1, 1956, to Dec. 31, 1956 (actual) (available for reimburse- 
ment to CCC in fiscal year 1958) - ; ; : 29, 671, 679 

Jan. 1, 1957, to Dec. 31, 1957 (estimate) (available for reim- 
bursement to CCC in fiscal year 1959) _ _- : 30, 000, 000 
Total through calendar year 1957__- ‘ ; 150, 649, 505 

1955 marketing year 

Payments in fiscal year 1957 (actual) ____~ — 57, 621, 059 


Balance of limitation available after 1955 marketing year 


payments___ 93, 028, 446 
70 percent of estimated customs receipts on wool—calendar year 
1958 (available for reimbursement to CCC in fiscal year 1960) - 32, 000, 000 
1956 marketing year: 
Payments in fiscal year 1958 (estimate) _ _ _ _- ; 53, 100, 000 


Balance of limitation available after 1956 marketing year 


payments. 71, 928, 446 
70 percent of estimated customs receipts on wool, Jan. 1 to Mar. 
31, 1959___- eee Oe oe yee ee 8, 000, 000 
1957 marketing year: 
Payments in fiscal year 1959 (estimate) __ _ - : 28, 500, 000 


Balance of limitation available after 1957 marketing year 
payments-__..--- : ; 51, 428, 446 
1958 marketing year: 
Payments in fiscal year 1960 (estimate) _ _ __ 36, 000, 000 


ie 15, 428, 446 


Balance of limitation unused_-__ 

Mr. Wuirtten. Briefly, tell us how they compare. 

Mr. Beacu. In the period January 1, 1953, through December 31, 
1955, 70 percent of the customs receipts on wool amounted to 
$90,977,000, and then during the calendar year 1956 they amounted 
to $29,671,000 and the estimate for the calendar year 1957 was $30 
million. 

Mr. Wuitten. Now by paying to the wool producers more money 
than you can recover, in effect isn’t that a set-aside of section 32 
funds to wool? 

Normally on import duties, 30 percent would be set aside. 

Mr. Breacu. This is the other 70 percent of the duties on wool. 

Mr. Waurrrten. It does not affect section 32. 

Mr. Beacu. No; it does not affect section 32. 

Mr. Wuitren. Mr. Marshall. 
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PROGRAM PROMOTION 


Mr. MarsuHa.u. [| notice that in your justification that for the 1955 
wool program there was deducted for promotion purposes $3,098,904 
and in the 1956 program there was $3,052,070 deducted. 

What happens to these funds? 

Mr. Bracu. Those funds are deducted for the conduct of an ex- 
tensive advertising sales production and promotional market develop- 
ment program for “wool, mohair, sheep, and goats. 

This deduction was made in accordance with a referendum that 
was held among the producers in August 1955. More than two-thirds 
of the producers voted to have this deduction made from the pay- 
ments due them under the Wool Act. 

Mr. Marswauyi. Who are these payments made to? 

Mr. Beacu. Well, they are paid to—the agreement is entered into 
with the secretary of the American Sheep Producers Council, Ine. 
Mr. Marswauy. Does the Department audit these funds in any 
way? 

Mr. Beacu. I am sure they will be audited. I can’t say whether 
they have vet been audited for the vear. 

Mr. Marsnaty. What is the balance of the funds at the present 
time? 

Mr. Bracu. The total amount of the deductions would be made 
available to 

Mr. MarsHauu. No, no; the balance. 

Mr. Grant. Mr. Marshall, we don’t have that balance available 
but I will be glad to get it and insert it in the record. 

In response to your other question these accounts are audited by 
the Internal Audit Division of the Agricultural Marketing Service. 
Since that is under the Agricultural Marketing Service I would have 
to get the balance from them. 

(The information requested is as follows:) 

The American Sheep Producers Council was organized pursuant to section 708 
of the National Wooi Act to conduct advertising and sales promotion programs 
for lamb and wool. ‘The accounts of the council are audited at the close of the 
iscal year, such audits having been made as of June 30, 1956 and 1957. A cash 
audit was made as of fe ruary 11, 1958, which disclosed that cash of the council 
on hand as of that date was in the amount of $36,130.08 and that investments in 
United States securities were valued at $2,975,558.23. The audit. however, did 
not disclose outstanding commitments in terms of advertising contracts. 


IMPORTS OF LOW GRADE WOOL 


Mr. Horan. What effect will the new bill we passed here about 2 or 
5 weeks ago providing for imports of low-grade wool for carpet manu- 
facturing have on this program? 

Mr. Bercer. | don’t think it will have any particular effect. 

Mr. McLain. Negligible, I would say. 

Mr. Horan. That is all, Mr. Chairman. 
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COMMODITY CREDIT CORPORATION 


LIMITATION ON ADMINISTRATIVE EXPENSES 


Program and financing 


| 


| 1957 actual | 1958 estimate | 1959 estimate 








. | . ot 
Program by activities: } 
1. Price support program ..| $27,639,019 | $32,148,000 | $31,037,000 
2. Storage facilities program c | 1, 327, 908 | 1, 625, 000 | 1, 625, 000 
3. Commodity export program.-_- ‘ FR 664, 270 | 911, 000 | 911, 000 
Total administrative expenses . ie ie ames | 29, 631, 197 34, 684, 000 | 33, 573, 000 
Financing: Unobligated balance no longer available ohaal 3, 368, 803 714, 000 2 
Limitation___- 2 ies Bh ke 33, 000, 000 35, 398,000 | 36, 100, 000 


! 


Object classification 


Total number of permanent positions . 5, 155 5, 160 4,918 
Full-time equivalent of all other positions - é 6 9 9 
Average number of all employees 4, 607 | 4,981 | 4, 707 
Number of employees at end of year. - _- : 4, 484 4,742 | 4, 600 
Average GS grade and salary | 5.6 $4,5561 5.8 $4,635 | 5.8 $4, 647 


01 Personal services: | 
Permanent positions $20, 180, 628 





20, 831, 885 

Positions other than permanent 19, 486 | 42, 899 

Other personal services ; 676, 822 649, 896 

Total personal services . | 20, 876, 936 22, 488, 700 21, 524, 680 

02 Travel ; 885, 026 920, 000 1, 098, 000 
03 Transportation of things 168, 922 169, 000 159. 000 
04 Communication services 723, 378 743, 000 744, 000 
05 Rents and utility services 1, 988, 134 2, 963, 000 3, 299, 000 
06 Printing and reproduction ; 717, 371 854, 000 854, 000 
07 Other contractual services 313, 075 545, 460 388, 260 
Services performed by other agencies ’ 3, 439, 270 | 4, 083, 540 3, 650, 240 

08 Supplies and materials 434, 185 501, 000 477, 000 
11 Grants, subsidies, and contributions ; 1, 312, 000 1, 283, 000 
13 Refunds, awards, and indemnities 36, 322 54, 000 56, 000 
15 Taxes and assessments . . 48, 578 50, 300 39, 820 
Total obligations 29, 631, 197 34, 684, 000 33, 573, 000 
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RESTORATION OF CAPITAL IMPAIRMENT 


Sources and application of funds (operations) 




















1957 actual | 1958 estimate 1959 estimate 
Gross expenditures (funds applied): 
Public enterprise transactions: 
Price-support program: | | 
Acquisition of loans__...._..............-.--| $2, 505, 814, 809 | $2, 222,876,941 | $2, 139, 969, 000 
Expense: 
Purchases of commodities and other | | 
costs___- .--| 1, 272,089,774 | 1, 297,425,828 | 1,127, 905, 614 
Costs for increasing consumption of | 
fluid milk in schools. - .- ; 61, 031, 421 75, 000, 000 - 
National Wool Act: Payments and 
other costs 61, 292, 352 58, 891, 000 34, 616, 000 
Transfer of bartered commodities to | 
supplemental stockpile 217, 343, 077 | 79, 363, 068 | 70, 245, 000 
Value of foreign currencies used by De- | 
fense Department for military hous- 
ing__ eter ts acho meiccinsa 456, 7! 24, 543, 250 | 25, 000, 000 
Other r expense ieee ya 3, 326, 109 | 1, 432, 235 1, 115, 235 
Supply and foreign purchase program: 
Expense: | 
Purchases of commodities and other costs__-- 3, 265, 325 | 535, 097 773, 850 
Other expense _- Shells cao acaies 5 LA 15, 351 
Storage facilities program: 
Acquisition of loans_- 6, 547, 546 7, 650, 461 6, 585, 000 
Purchases of storage facilities and equip- 
ment isch cubebioweae hanensouk 30, 792, 282 32, 500, 000 30, 000, 000 
Expense: Other Sich ahatidesieces sli 178, 849 250, 000 175, 000 
Commodity export program: Expense: 
SE Pas doth caniengueusése nunc 81, 634, 727 94, 400, 000 94, 400, 000 
Purchases of commodities and other costs__- 39, 966 11, 750 11, 750 
Undistributed expenditures: 
Acquisition of administrative equipment... 379, 889 500, 000 500, 000 
Expense: | 
Administrative: | 
Subject to limitation... ______- ; 29, 631, 197 34, 684, 000 33, 573, 000 
Reimbursable ee 492, 656 798, 000 818, 000 
Interest expense: Treasury __- at 337, 612, 168 455, 000, 000 430, 000, 000 
Nonadministrative expense-.---.-_-....---.- 10, 012, 215 12, 530, 000 11, 865, 000 
Increase in selected working capital___......__- ro Se ee ee IS ae 
Total public enterprise transactions... _. pees 4, 698, 340, 2 42 | 4, 3 391, 630 | | 4, , 007, 





, 449 
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Sources and application of funds (operations)—Continued 





| | | 
| 1957 actual 1958 estimate | 1959 estimate 
Gross expenditures (funds applied)—Continued 
Intragovernmental transactions 
Loan to Secretary of Agriculture for agricultural 
conservation purposes: Acquisition of loans $36, 500, 000 $39, 000, 000 | $20, 000, 000 
Eradication of vesicular exanthema disease: 
Transfers and other costs 1, 405, 371 1, 291, 822 1, 071, 700 
Eradication of brucellosis in cattle: Transfers | 
and other costs 17, 656, 070 | 17, 930, 551 | 674, 250 


Cotton classing and tobacco grading: Transfers 


and other costs 1, 347, 845 | 1, 930, 500 | 





International Wheat Agreement costs 90, 071, 366 111, 062, 052 
Commodity grants for emergency assistance to 
friendly peoples: Public Law 480, title IT_--- 124, 890, 640 105, 438, 730 105, 812, 000 





Sales for foreign currencies, Public Law 480, 
Title I: 
Cost of commodities and other expense 
Receivable from Defense Department for 





493 1, 310, 674, 000 961, 706, 000 




















construction of military housing 14, 161, 719 46, 333, 677 23, 350, 000 
Soil bank program 
Interest expense 6, 760, 228 115, 716, 791 
Increase in selected working capital ‘ | 170, 212, 665 | 
Grain for migratory waterfow] feed 4, 609 27, 250 | 27. 55 
Transfer of long staple cotton from national 
stockpile for sale by Commodity Credit Cor- 
poration aie a 1, 040, 000 2, 600, 000 
Total intragovernmental transactions 1, 689, 171, 341 1, 820, 658, 038 1, 229, 671, 635 
Total gross expenditures 6, 387, 511, 583 6, 219,049,668 | 5,237, 224, 084 
Receipts from operations (funds provided 
Public enterprise transactions 
Price support program 
Loans repaid 509, 491, 930 | 557, 888, 393 559, 481. 910 
Loans transferred to accounts receivable 4, 590 | 
Sales of commodities 2,713, 751,685 | 2,329,013, 061 1, 977, 284, 244 
National Wool Act reimbursement.-_. 2, 020, 975 | 29, 671, 679 30. 000. 000 
Reimbursement for transfer of bartered ma- 
terials to supplemental stockpile pro- 
posed for later transmission 218, 946, 145 wei 
Other revenue 23, 148, 059 14, 444, 527 12, 733, 319 
Supply and foreign purchase program: Sales 
and other revenue 14, 838, 195 750, 529 936. 3h 
Storage facilities progran 
Loans repaid 11, 339, 077 13, 162, 369 8, 035, 00 
Loans transferred to accounts receivable 52, 064 55, 000 97, 000 
Commodity export program 
Sales of commodities 147, 385, 634 4, 860, 000 24, 320 
Less adjustment to eliminate market value 
of commodities transferred from price 
support program 213, 144, 814 6, 960, 000 35, 520, ( 
Net sales of commoditic 65, 759, 180 2. 100. 000 —11, 2 
Other revenue 4 626 
Undistributed receipt 
Proceeds from sale iministrative equip- 
ment = 1,715 10, 000 l () 
Interest income and other revenue 63, 624, 721 100, 122, 000 87, 962, 1 
A dministrative expense reimbursements 494, 282 798, 000 818, 000 
Decrease in selected workin ipit : 180, 348, 688 153, 981, | 
Total public enterprise trar tions - _. i 3, 277, 370, 739 3, 443, 110, 391 2, 820, 068, 82 
Intragovernmental transac 
Loan to Secretary of Agr ulture for agricultural 
conservation purnas Loar epaid 49, 450, 000 15, 200, 000 24.8 
Revenue: Reimbursement ear costs 
Eradication of vesicular disease 
Current ut ratior 1,2 7 7RF 1, 853 150 
Proposed f iter transmission 1 , 490 
Er of bri S ¢ ( 
t authorizatior 12, 059, 75¢ 841, 028 
er nission 17, 548, 923 
Cotton cla nd tobacco gradi 
Current authorizatior $66, 926 530, 528 
Proposed for ter transm ) 1, 139, 982 
Transfer of hay i pasture seed to Federal 
land-administerir enci 183, 945 


1 Excludes nonexpenditure transfer of funds for the soil bank programs of $564,260,963 in 1957 and 1 
of funds of $3,758,533 in 195 

2 Sales under the price 
acquired under barter co ) the national and the supplemental stockpiles and (2) sales to pr 
under contracts providing that the Corporation will repurchase the commodities in another form 





1 $19,240,883 in 1958 





include (1) the value of transfers of strategic and critical mater 
} 
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Sources and application of funds (operations)—Continued 


Receipts from operations (funds provided)—Continued 
Intragovernmental transactions—Continued 
Revenue: Reimbursements for prior year costs— 
Continued : 
International Wheat Agreement: 
Current authorization. - -- 
Proposed for later transmission 


Commodity grants for emergency assistance 


to friendly 
title IT: 
Current authorization 
Proposed for later transmission _.-_- 
Sales for foreign currencies, Public Law 480, 
title I: 
From appropriated funds: 
Current authorization -_. ~~ Seu 
Proposed for later transmission. -- - 
By sales of foreign currencies for dollars 
Transfer to receivable from Defense De- 


peoples: Public Law 480, 


1957 actual 


88, 628, 927 


67, 477, 228 


58, 488, 284 


partment for construction of military | 


housing-_. 
Soil bank program: 

Reimbursements: 
Current authorization _- eed 
Proposed for later transmission - - - - 
Change in selected working capital ___. 
Grain for migratory waterfowl feed: Pro- 

posed for later transmission . 
Transfer of long-staple cotton from national 
stockpile for sale by CCC (net proceeds) 


Total intragovernmental transactions 
Total receipts from operations- -- - 


Budget expenditures: 
Public enterprise transactions: 
Current authorizations: 
Gross budget expenditures 
Receipts from operations 


Net current authorizations 
Proposed for later transmission: Receipts from 
operations... 


Total public enterprise transactions 


Intragovernmental transactions 
Current authorizations: 
Gross expenditures 
Advances and reimbursements 


Net current authorizations 
Proposed for later transmission: 
ments 


Reimburse- 


Total intragovernmental transactions 


Net budget expenditures 


1, 719 





, 533 


, 673 


567, 337, 932 


3, 844, 708, 671 


4, 698, 340, : 


3, 277, 370, 7 


1, 420, 969, : 


1, 420, GA9, 503 





, 833, 


802, 912 





1958 estimate 1959 estimate 


$92, 930, 611 


94, 483, 518 
125, 761, 388 


637, 000, 000 
1, 290, 841, 000 


72, 378, 224 $81, 650, 000 


46, 333, 677 


23, 350, 000 


22, 479, 920 


4,609 | 


1, 040, 000 2, 600, 000 


2, 527, 556, 679 


| 132, 400, 000 


5, 970, 667, 070 2, 952, 468, 823 


4, 398, 391, 630 4, 
3, 224, 164, 246 2, 


007, 552, 449 
820, 068, 82 


23 
227,384 | 1, 187, 483, 626 
218, 946, 145 

, 281,239 | 1, 187, 483, 626 


1, 820, 658, 038 ) 
978, 391, 036 | 


229, 671, 635 
132, 400, 000 
842, 267, 002 1, 097, 271, 635 
1, 549, 165, 643 
— 706, 898, 641 


1, 097, 271, 635 


248, 382, 598 2, 284, 755, 261 











1 
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Revenue, expense, and retained earnings 





Price support program (Commodity Credit Corpor 
nonrecourse loan, purchase and payment prograr 
Realized loss: 
Revenue. 
Expense. 


Net realized loss (—)-. 
Increase (—) or decrease in allow ance for losses 


Net operating loss (—), price support prograr 


Supply and foreign purchase program: 
Revenue.- 


Expense. -. vane 
Net operating income, supply and foreign pur- 
chase program... 
Storage facilities program:! Expense: Net operating | 
loss (—), storage facilities program | 
Commodity export program: 
Revenue P 
Expense H | 
} 
} 
Net operating income or loss (—), commodity ex- | 
port program . 
Adjustment for interprogram sales: ? 
Revenue 
Expense | 
Net gain or loss (—) from adjustment for inter- | 


program sales. 


Undistributed income and expense: 
Realized loss: 
Revenue 
Expense 


Net realized loss (—) 


ation | 
ns): 


ea 


Increase (—) or decrease in allow anc e for losses . 


Net loss (—), other income and expense__-_-- 
Net loss (—) for the year: 
Realized loss 3 
Increase (—) or decrease in 
Net loss (—) for the year__..-.....-......... 
Analysis of deficit (—): 
Deficit (—), beginning of year 


allowance for losses.__. 


1957 actual 





| 
| $2, 974, 296, 816 | 
4, 273, 74, 158 | 


1958 estimate 


534, 331, 960 | 


. 656, 657, 798 | 


1959 estimate 


$2, 106, 281, 944 
3, 288, 561, 500 


|—1, 299, 477, 342 |— 


535 | 


=i | 483, 651, 87 


— 184, 174, 


14, 838, 195 | 
14, 153, 236 | 


684, 959 | 


—$178, 849 | 


147, 390, 260 


294, 819, 507 


—147, 429, 247 | 


3, 144, 814 
3, 144, S14 


—21% 
—21i 


64, 128, 


718 
378, 128, 125 


—313, 999, 407 





1, 684, 388 
—312 315 , 019 
—1, 760, 399, 886 


— 182, 490, 147 | 


—1, 942, 890, 033° 


. So 698, 997, 635 


Appropriation for restoration of capital imp: airment.| 


Deficit (—), end of year__- 


929, 287, 178 


ls, “712, 600, 490 


|), 1,6 


1, — 325, 829 | 
)5, 910, 439 | 


—616, 415, 


390 | 


lee 


750, 529 | 
708, 282 | 


—$250, 000 | 


4, 860, 000 
101, 37 


— 96, 51 , 750 


—6, 960, 000 | 
—6, 960, 000 | 


100, 930, 000 
503, 512, 000 
—402, 5 
— 468, ! 

— 403, 050, 


506 


27, 332 
505, 441, 


—1, 116, 185, 399 


5, 712, 600, 490 


, 750 | 


582, 000 | 
506 | 


933 | 





1, 239, 788, 671 | 


———_—_ --—__—_-___ — -}- 
—5, 588, 997, 218 | 


1, 182, 279, 556 
—10, 504, 000 


192, 783, 55 


—1, 


936, 350 
863, 350 


73, 000 


— $175, 000 


24, 320, 000 
129" 931 750 


— 105, 611, 750 


35, 520, 000 





790, 000 
476, 756, 000 


—387, 966, 000 


650, 000 


"316, 000 





—1, 675, 959, 306 
—9, 854, 000 


—1, 685, 813, 306 


—5, 588, 997, 218 
1, 760, 399, 886 


—5, 514, 410, 638 





1 Operation and maintenance costs applicable to owned structures are reflected as carrying charges on the 


commodities stored. 


2 Adjustment to eliminate the market value of agricultural commodities transferred from the price-support 


program to the commodity export program. 


3 Amounts recovered or to be recovered from appropriations for special activities authorized by the Con- 


gress are not reflected as losses. 


1765 


Financial condition 


| | 
1957 actual 1958 estimate | 1959 estimate 


Assets: 


Cash with Treasury and in banks F bt $44, 682, 341 | $39, 349, 377 $34, 994, 002 














Accounts receivable, net 418, 732, 251 | 266, 700, 000 | 140, 639, 000 
Deferred and undistributed charges 91, 451, 138 | 42, 500, 000 | 43, 000, 000 
Commodities for sale, net | , | 3, 267, 818, 967 2, 905, 161, 537 
Loans receivable, net 1, 353, 069, 696 1, 284, 454, 500 
Amounts recoverable from subsequent appropria- | 
BING sod cote, 3, 300, 443, 726 1, 749, 450, 951 2, 951, 383, 586 
Lands, structures, and equipment, net 164, 978, 791 184, 283, 791 199, 236, 737 
Total assets._...- 8, 705, 353, 692 6, 903, 172, 782 7, 558, 869, 362 
Liabilities: 
Obligation to purchase loans held by lending 
agencies 360, 455, 322 208, 300, 000 241, 640, 000 
Other current liabilities 574, 498, 860 361, 870, 000 389, 640, 000 
Total liabilities t 934, 954, 182 570, 170, 000 631, 280, 000 
Government investment 
Interest-bearing capital 
Borrowings from Treasury, start of year $11, 190, 000, 000 | $13, 383, 000, 000 , 000 
Borrowings from Treasury during year, net 2, 193, 000, 000 | —1, 561, 000, 000 . 000 
End of year 13, 383, 000, 000 | 11, 822, 000, 000 12, 342, 000, 000 
Capital stock 100, 000, 000 100, 000, 000 100, 000, 000 
Deficit (- { -5, 712, 600, 490 |—5, 588, 997,218 | —5, 514, 410, 638 
Total Government investment 7, 770, 399, 510 6, 333, 002, 782 6, 927, 589, 362 
NOTE In addition to obligations other than liabilities reflected in the ‘‘Status of certain fund balances,’’ 





the Corporation does not reflect in its accounts claims by the Corporation on which adequate proof has not 


me 


been established and the outstanding guaranty and occupancy agreements for storage space 


Status of certain fund balances 














1956 actual 1957 actual 1958 estimate | 1959 estimate 
Unex nded t f 
Cash $29, 459, 038 $44, 682, 341 $39, 349, 377 $34, 994, 002 
Rr ; r tT) ’ 
Al t borrow from 
Treasury 12, 000, 000, 000 (14, 500, 000,000 |14, 500, 000, 000 14, 500, 000, 000 
Ded borr¢ n ym Treasury | 
For transfer to soil bank p 
3, 758, 
Ot 1, 186, 241 12 822 000. O00 12. 342. 000. 000 
Subtotal 11, 190, 000, 000 | 13, 383, 000,000 | 11, 822, 000, 006 12, 342, 000, 000 
Total budget author tion 810, 000, 000 1, 117, 000, 000 2 678. 000. 000 2, 158, 000, 000 
‘I il unexpended halance 839, 459, 038 | 1, 161, 682, 341 », 717, 349, 377 2, 192, 994, 002 
Obligate r t 
{ t ure ‘ I 
dal 586, 490, 690 360, 455, 322 208, 300, 000 241. 640, 000 
Other current liabilities 329, 928, 233 574, 498, 860 361. 870, 000 389, 640, 000 
Ob ( lial ‘ 
I sreemen et 
commitment, ¢ 318, 517, 658 000 198, 710, 000 
Ot ri S 101, 426, 977 000 84.012, 000 
Curre et 1 510, 183, 389 ( ), O00 83, 639, 000 
l'otal ot ited balance 1, 003, 449, 769 844. 715, 428 686, 219, 000 730, 363, 000 
Unob ited balance 163, 990, 731 316. 966.913 | 2.031, 130, 377 1, 462, 631, 002 
it t ( nlv borrowing rom Treasury and obligations to purchase k by 
inks; other i ions, contingent liabilities and commitments do r beom $s agair tatu- 
ry Orrowll uthority until they result in borrowings from Treasury or in lo¢ by | 1K 
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JUSTIFICATION OF ESTIMATES 


Mr. Wuirren. In connection with the Commodity Credit Corpo- 
ration, restoration of capital impairment, we will have pages 390 to 
477 of the justification included at this point. 

(The justification referred to is as follows :) 


COMMODITY CREDIT CORPORATION 
PURPOSE STATEMENT 


Purpose.—The Commodity Credit Corporation engages in buying, selling, lend- 
ing, and other activities with respect to agricultural commodities, their products, 
food, feeds, and fibers, for the purpose of stabilizing, supporting, and protecting 
farm income and prices: assisting in the maintenance of balanced and adequate 
supplies of such commodities; and facilitating their orderly distribution. The 
Corporation also makes available materials and facilities required in connection 
with the production and marketing of such commodities. 

Origin.—The Commodity Credit Corporation was organized October 17, 1933, 
under the laws of the State of Delaware, as an agency of the United States. From 
October 17, 1933, to July 1, 1939, the Corporation was managed and operated in 
close affiliation with the Reconstruction Finance Corporation. On July 1, 1939, 
it was transferred to the Denartment of Agriculture by the President's Reorgan- 
ization Plan I. Under the Commodity Credit Corporation Charter Act of June 
29, 1948 (Public Law 806, 80th Cong.), effective July 1, 1948, it was established 
as an agency and instrumentality of the United States under a permanent Federal 
charter. The charter was amended by Public Law 85, 81st Congress, approved 
June 7, 1949. 

Management.—The Corporation is managed by a board of directors, subject to 
the general supervision and direction of the Secretary of Agriculture, who is, ex 
officio, a Director and Chairman of the Board. The Board consists of the Secre- 
tary of Agriculture and six other members appointed by the President and con- 
firmed by the Senate. In addition, the Corporation has a bipartisan advisory 
board of five members appointed by the President to survey the general policies 
of the Corporation and advise the Secretary with respect thereto. 

The Corporation may, with the consent of the agency concerned, utilize 
facilities of any other agency of the Federal Government. The Corporation, un- 
der this authority, makes extensive use of the personnel and facilities of the 
Commodity Stabilization Service and the agricultural stabilization and con- 
servation State and county committees in carrying out Corporation activities. 
In its commodity storage operations the Corporation utilizes the services and fleet 
facilities of the Maritime Administration, and in its barter and stockpiling opera- 
tions those of the General Services Administration. The Corporation also utilizes 
to the fullest extent practicable the usual and customary channels, facilities, and 
urrangements of trade and commerce in the conduct of its business. In its lend- 
ing activities the Corporation uses local banks, cooperatives, and other private 
lending agencies. Commercial storage facilities are used to a great extent in the 
storage of loan collateral and in the storage of stocks acquired by the Corporation. 

Operations.—Operations in the budget are conducted under five types of pro- 
grams: (1) Price support, (2) supply and foreign purchase, (3) storage facilities, 
(4) commodity export, and (5) special activities. 

1. Price-support program: Price-support operations are carried out under 
the Corporation’s charter powers (15 U. 8. C. 714), in conformity with the Agri- 
eultural Act of 1949 (7 U. S. C. 1421), the Agricultural Act of 1954 (7 U.S. C. 1741), 
which includes the National Wool Act of 1954, the Agricultural Act of 1956 (7 
U. S. C. 1380, 1442) and with respect to certain types of tobacco, in conformity 
with the act of July 28, 1945 (7 U. S. C. 1312 note). Under the Agricultural Act 
of 1949, price support is mandatory for six basic commodities—corn, cotton, 
wheat, rice, peanuts, and tobacco—and specific nonbasic commodities; namely, 
tung nuts, honey, milk, butterfat, and the products of milk and butterfat. Price 
support for wool and mohair is mandatory under the National Wool Act of 1954 
through the marketing year ending March 31, 1959. Price support for other 
nonbasie agricultural commodities is discretionary. This program may also 
include operations to remove and dispose of or aid in the removal or disposition of 
surplus agricultural commodities for the purpose of stabilizing prices at levels 
not in excess of permissible price support levels. 








Price support is made available through loans, purchase agreements, pur- 
chases, and other operations, and, in the case of wool and mohair, through 
incentive payments based on marketings. The producer’s commodities serve as 
collateral for price-support loans. With limited exceptions, price-support loans 
are “nonrecourse” and the Corporation looks only to the pledged or mortgaged 
collateral for satisfaction of the loan. Purchase agreements generally are avail- 
able during the same period that loans are available. By signing a purchase 
agreement, a producer receives an option to sell to the Corporation any quantity 
of the commodity which he may elect within the maximum specified in the 
agreement. 

Disposition of commodities acquired by the Corporation in its price-support 
operations is made in compliance with sections 202, 407, and 416 of the Agricul- 
tural Act of 1949, and other applicable legislation, particularly the Agricultural 
Trade Development and Assistance Act of 1954 (7 U. S. C. 1691), and title I of 
the Agricultural Act of 1954 (7 U. S. C. 1741) and title II of the Agricultural 
Act of 1956. Reimbursement for strategic and critical materials acquired in the 
Corporation’s barter activities which are transferred under title II of the 1956 
act to the supplemental stockpile is obtained by appropriations authorized by 
that act. This is described in the estimates under the heading “Special Com- 
modity Disposal Programs, Commodity Stabilization Service.” To the extent 
that price-support commodities are disposed of for foreign currencies, redemp- 
tions in CCC commodities of acreage reserve certificates under the soil bank 
program, and similar operations, such disposals for accounting purposes are 
treated as price-support program disposals. 

In order to expand the domestic market for fluid milk, as one means of reducing 
the volume of dairy products being acquired by the Corporation, a special pro- 
gram was authorized by section 201 of the Agricultural Act of 1949, as amended. 
This authorization provided that beginning September 1, 1954, and ending June 
30, 1958, funds of the Commodity Credit Corporation shall be used to increase 
the consumption of fluid milk by children in nonprofit schools of high-school grade 
and under and in nonprofit nursery schools, child-care centers, settlement houses, 
summer camps, and similar nonprofit institutions devoted to the care and train- 
ing of children. The authorizations for each fiscal year were: 1955, $50 million; 
1956, $60 million ; 1957 and 1958, $75 million each. 

As a further means of increasing the utilization of dairy products, section 22 
of the Agricultural Act of 1949, as amended, authorized a special program to 
operate through December 31, 1958, under which the Corporation is donating but- 
ter, cheese, and dried milk to Veterans’ Administration and the armed services 
upon certification by them that the usual quantities of dairy products have been 
purchased in the normal channels of trade. The Corporation is also reimbursing 
these agencies at the rate of $4.10 per hundredweight for purchases of fluid milk 
made in addition to their usual purchases. 

Section 407 of the Agricultural Act of 1949 authorized the Corporation to make 
available farm products for use in distress areas and in connection with any 
major disaster determined by the President to.warrant assistance under Publie 
Law 875. Under this authority the Corporation has donated stocks of corn, oats, 
barley, and grain sorghums in a manner which enabled stockmen and farmers in 
drought stricken areas to buy livestock feed at reduced prices. 

2. Supply and Foreign Purchase Program: This program is carried out under 
the authority contained in the Corporation’s charter, particularly sections 5 (b) 
and (c) thereof. The Corporation procures foods, agricultural commodities, 
their products, and related materials to supply the requirements of Government 
agencies, foreign governments, and relief and rehabilitation agencies and to meet 
domestic requirements. Foods, agricuitural commodities, and their products are 
procured or aid is given in their procurement to facilitate distribution or to meet 
anticipated requirements during periods of short supply. The Corporation may 
also, through purchases, loans, or other means, make available materials and 
facilities required in connection with the production and marketing of agrienl- 
tural commodities. 

Operations involving procurement for other Government agencies are econ- 
ducted in accordance with procedures and policies reasonably calculated to as- 
sure compliance with section 4 of the act of July 16, 1943 (15 U. S. C. 718a—9). 
which requires that the Corporation be fully reimbursed for services performed, 
losses sustained, operating costs incurred, or commodities purchased or delivered 
to or on behalf of any other Government agency from the appropriate funds of 
such agency. Operations not subject to section 4 of such act may involve losses 
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if such are necessary to the accomplishment of the objects of the particular 
operation. 

3. Storage facilities program : This program is carried out under the authority 
contained in the Corporation’s charter, particularly sections 4 (h), 4 (m), and 
5 (a). The Corporation (a) purchases and maintains granaries and equipment 
for care and storage of grain owned or controlled by the Corporation; (bd) makes 
loans for the construction or expansion of farm storage facilities; (c) provides 
storage-use guaranties to encourage the construction of commercial storage facili- 
ties; and (d@) undertakes other operations necessary to provide storage adequate 
to carry out the Corporation’s programs. 

4. Commodity export program: The Corporation promotes the export of 
agricultural commodities and products through sales, barters, payments, and 
other operations. Such commodities and products may be those held in private 
trade channels as well as those in CCC inventory. This program is carried out 
under the authority contained in the Corporation’s charter, particularly sections 
5 (d) and 5 (f), sections 407 and 416 of the Agricultural Act of 1949, as amended, 
the International Wheat Agreement Act of 1949 (7 U. S. C. 1641), the Agricul- 
tural Trade Development and Assistance Act of 1954, and title I of the Agricul- 
tural Act of 1954. In general, transactions involving foreign currencies are con- 
ducted pursuant to the Agricultural Trade Development and Assistance Act of 
1954. However, other such transactions may be conducted under the charter 
authority. 

Current obligations for operations under the International Wheat Agreement 
and title I of the Agricultural Trade Development and Assistance Act of 1954, 
which operations are described in the estimates under the heading “Special 
Commodity Disposal Programs, Commodity Stabilization Service,” are paid by 
the Corporation. Appropriations have been authorized to reimburse the Cor 
poration for its costs incident to these programs and pending such reimburse- 
ments the net costs of these programs are reflected in the records of the Corpora- 
tion as accounts receivable. 

Currently, in addition to exports under the International Wheat Agreement, 
CCC wheat is available for export trade under barter programs of CCC at 
competitive world prices. CCC wheat is also made available to exporters in 
payment of the price differential between the prevailing world export sales price 
and the domestic market price which is earned on exports of free market wheat 
outside the International Wheat Agreement and under this agreement Cash 
payments are made on all exports of wheat flour either under the TWA or 
outside the agreement. 

Since August 1, 1956 the Corporation has conducted a cotton products ex- 
port program designed to protect the competitive position of the domestic cotton 
industry in relation to sales of cotton products manufactured abroad from 
American cotton purchased at export prices. Equalization payments, based on 
the raw cotton content in the products exported, are made to exporters on 

itton products of upland cotton grown and wholly processed in the United 
States. 

The Corporation also furnishes agricultural commodities and products for 
distribution or exhibition at international trade fairs to aid in the development 
of foreign markets for such commodities. 

5. Special activities: These are intragovernmental transactions and other 
miscellaneous activities carried out under authority of section 5 (g¢) of the 
Corporation’s charter and specific statutory authorizations or directives with 
respect thereto which are currently in effect or which may be subsequently 
enacted. 

Among the current activities of this nature are loans to the Secretary of Agri 
eulture in connection with the Agricultural Conservation Program as authorized 
by section 391 (c) of the Agricultural Adjustment Act of 1938, as amended (7 
Tv. S. CG. 1891): advances to the Agricultural Research Service for eradicating 
contagious diseases of animals and poultry as authorized by annual Department 
of Agriculture appropriation acts and for accelerating the eradication of brucel- 
losis as authorized by section 204 of the Agricultural Act of 1954: advances to 
the Agricultural Marketing Service for grading tobacco and classing cotton as 
authorized by the acts of June 29, 1949, and August 31, 1951 (7 U.S. C. 440, 414a) ; 
the furnishing of stocks of agricultural commodities to the President for emerg- 
ency assistance to friendly peoples in meeting famine or other urgent relief 
requirements as authorized by title II of the Agricultural Trade Development and 
Assistance Act; transfers to the Secretary of Agriculture for financing the soil- 
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bank program during the fiscal years 1956 and 1957 pursuant to section 120 of 
the Agricultural Act of 1956 (7 U. S. C. 1808 (a)); and transfer of CCC grain 
to Interior Department for migratory waterfowl feed pursuant to the act of 
July 3, 1956 (7 U.S. C. 448-446). 

Current obligations for these activities are paid by the Corporation and appro- 
priations have been authorized to reimburse the Corporation for its costs. Pend- 
ing such appropriations the net costs of these programs are reflected in the 
records of the Corporation as accounts receivable. 

A more detailed description of the operations under these programs may 
be found in the explanatory notes under appropriations pertaining to the Agri- 
cultural Conservation Program Service, the Agricultural Research Service, the 
Agricultural Marketing Service, the Commodity Stabilization Service, and the 
soil-bank program. 

Public Law 85—96, approved July 10, 1957 (71 Stat. 290), authorizes the trans- 
fer from the national stockpile to the Corporation of 50,000 bales of long-staple 
cotton for sale. Proceeds, less costs incurred, including administrative expenses, 
will be covered into the Treasury as miscellaneous receipts. 

Financing.—The programs of the Commodity Credit Corporation are financed 
by capital stock, borrowings, guaranties to purchase loans held by lending 
agencies, appropriations for restoration of capital impairment and receipts from 
operations, 

The Corporation has an authorized capital stock of $100 million held by the 
United States, and authority to borrow up to $14,500 million. 

Funds are borrowed from the Treasury and may also be borrowed from private 
lending agencies when the Corporation desires to utilize such agencies in carrying 
out a particular program or financing operation. All bonds, notes, debentures 
and similar obligations issued by the Corporation are subject to approval by the 
Secretary of the Treasury as required by the act of March 8, 1988 (15 U. S. C. 
7i3a—4). Interest on borrowings from the Treasury (and on capital stock) is 
paid in accordance with a policy of the Treasury Department that the rate shall 
be based upon the average interest rate on all outstanding marketable obliga- 
tions (of comparable maturity date) of the United States as of the preceding 
month. In connection with loan guaranties, the Corporation reserves a sufficient 
amount of its borrowing authority to purchase at any time all loans and other 
obligations held by lending agencies. 

Pursuant to the act of March 8, 1938, as amended (15 U. 8. C. 713a—1), an ap- 
praisal of the assets and liabilities of the Corporation is made each year by 
the Secretary of the Treasury to determine net worth. If the net worth is less 
than $100 million, the Secretary of the Treasury restores the amount of capital 
impairment; if net worth is more than $100 million the Corporation pays the 
surplus to the Treasury (15 U. 8S. C. 713a—2). The appraisal of assets is on the 
basis of cost to the Corporation. The capital impairment, therefore, represents 
realized losses. 

Receipts from operations include proceeds from sales of commodities, loan re- 
payments, interest income, advances, reimbursements for special activities 
financed by the Corporation and miscellaneous income, refunds, and collections. 

Pursuant to section 120 of the Agricultural Act of 1956 (7 U. S. C. 1808) the 
Secretary of Agriculture utilized the funds of the Corporation to finance the 
soil bank program through June 30, 1957. A supplemental appropriation to re- 
imburse the Corporation for funds used under this program, as well as for 1957 
costs of the special commodity disposal program, will be submitted later in the 
fiscal year 1958. 

On the basis of the assumptions used in the 1959 budget presentation, the esti- 
mated program requirements do not indicate a need for additional borrowing 
authority. However, subsequent developments in program or financing activi- 
ties could result in the necessity for an increase. 


A ppropriated, Budget esti- 
1958 |} mate, 195¢ 
— — — 
Restoration of capital impairment | $1, 239, 788, 671 $1, 760, 399, 886 
Administrative expense limitation 35, 398, 000 36, 100, 000 
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BASIC ASSUMPTIONS 


The Corporation’s budget estimates for 1958 and 1959 are based on the general 
assumptions (a) that employment, production, and national income will rise 
moderately both in 1958 and 1959 from the present level; (6) that prices will 
change little, on the average, from the present level; (c) that developments in 
international relations will not be such as to affect Government civilian programs 
generally; (d@) that exports of agricultural products generally will be slightly 
lower than during 1957; (e) that acreage allotments and marketing quotas will 
be in effect for the 1958 crops of peanuts, rice, wheat, cotton, and certain kinds 
of tobacco and acreage allotments will be in effect for the 1958 crop of corn, in 
accordance with existing legislation; (f) that substantial acreage of applicable 
1958 crops will be placed under the soil bank program and base acreages estab- 
lished for each participating farm will restrict planting of other crops on acreage 
placed under the program; (g) that yields for the 1958 crops will equal the high 
yield of the past 3 years; and (h) that the percentage of estimated production 
of the 1958 crop placed under price support will equal the average percentage 
of the production of the 1954 through 1956 crops placed under price support. 
Wheat, grain sorghums and soybeans are exceptions to the latter two assump- 
tions. Changes in the Corporation’s wheat export program, providing for the 
sale of wheat for export from free markets rather than from Commodity Credit 
Corporation stocks, are expected to result in lower proportions of that commodity 
being placed under support. The estimates of grain sorghums and soybeans 
reflect the more recent trends with respect to acreage being devoted to these 
crops and the resultant effect of increased production upon quantities to be 
placed under support. 

In considering these estimates, it should be recognized that it is difficult to 
estimate requirements for the fiscal year ending June 30, 1959. They are 
dependent upon weather conditions, volume of agricultural production in this 
country and abroad, economic conditions generally, food needs in occupied areas 
and other foreign countries, availability of dollar exchange, and other complex 
and unpredictable factors. 


PRICE SUPPORT OPERATIONS 


General outlook.—On the basis of the above assumptions and taking into 
consideration estimated supply and utilization factors which were calculated 
individually for each commodity, the estimates reflect a decrease in overall 
volume of price support operations in 1958 and in 1959. They indicate in the 
aggregate that if dispositions materialize as currently estimated, the investment 
in price support will be reduced in both years. ‘ 

Loans.—The budget estimates contemplate that loans made will decrease 
from $2.4 billion in 1957 to $2.2 in 1958 and increase slightly to $2.3 billion in 
1959. The estimated decrease for 1958 is due principally to decreased corn, 
tobacco, cotton, and wheat loans on the 1957 crop, offset in part by increased 
loans on the 1957 crop of grain sorghums and soybeans. The increase in loans 
estimated for 1959 reflects primarily corn and tobacco loans. 

A comparison of the estimated loan activity for each of fiscal years 1958 and 
1959 with the actual volume in 1957 is summarized as follows: 


[In millions of dollars] 







| 
Fiscal year | Fiscal year Fiscal yea 
[ype of activity | 1957 (actual) | 1958 (esti- 1959 (est 
| mated) mated 
Loans made $2, 437 $2, 208 $2, 301 
Repayn Rook. 665 | 694 686 
Loan collateral forfeited and writ its 2, 090 1, 976 1, 669 
Loans outstanding, end of yea 1, 967 1, 504 1, 450 


Inventories.—The budget estimates contemplate that the value of price support 
inventories as of June 30, 1958, will decrease about 2 percent below that of June 
30, 1957, and that a 7 percent decrease below the June 30, 1958, level will occur 
by June 30, 1959. The major decreases in inventory expected to take place dur- 
ing each of the fiscal years reflect the disposition of more cotton and wheat than 
will be acquired. A comparison of the estimated inventory activity for each of 





the fiscal years 1958 and 1959 with the actual volume for 1957 is summarized as 
follows: 


{In millions of dollars] 





| 
Fiscal year Fiscal year | Fiscal year 
Type of activity 1957 (actual) 1958 (esti- 1959 (esti- 
mated) ef mated) 

seiiediledilecitakdiatatuineteiieiemedniicenaes deinen ee iia as z sie us sececetediiand 

Acquisitions and carrying charges... _--- ose } $3, 712 | $3, 572 * 025 
Dispositions - . » = a es | 4,312 a 75 , 384 
Inventory at end of year. s - “ ’ -| 5, 371 269 . 910 

| | 


The value of the estimated inventory both as of June 30, 1958, and June 30, 
1959, includes the “commodity set-aside” as provided for in title I of the Agri- 
cultural Act of 1954. 

Investment in price support.—As a result of the loan and inventory activity 
shown above, it is estimated that the investment in price support—that is, inven- 
tories and loans outstanding—as of June 30, 1958 and June 30, 1959, will be about 
$6.8 billion and $6.4 billion, respectively, compared with $7.3 billion as of June 
30, 1957. 

Commodity program summaries.—The following summaries describe the price 
support and other operations which the Corporation anticipates will be required 
during each of the fiscal years 1958 and 1959 and the basis for such estimates. 
It should be noted that any variations from the conditions assumed may result 
in changes in the volume and character of the Corporation’s operations, thereby 
necessitating changes in the program and administrative expense estimates. 


PriIcE SuPPORT PROGRAM, BASIc COMMODITIES 


CORN 
Summary of latest operations 

Objective.—To support the price of 1957 crop corn at not more than 90 percent 
nor less than 75 percent of parity as required by law. 

Eligibility.—To be eligible for loan, corn must be ear or shelled corn produced 
in 1957 grading No. 3 or better, or No. 4 on test weight only meeting moisture 
requirements, and sanitation requirements of Food and Drug Administration. 

Corn delivered under a purchase agreement shall meet the above requirements, 
and must grade No. 5 or better, or may bear the special grade, ‘““Weevily” in addi- 
tion to the numerical grade. 

Corn produced on federally owned land in violation of restrictive leases, or on 
newly irrigated, drained, or reclaimed land within any Federal project authorized 
after May 28, 1956, shall not be eligible. 

Eligible participants are 1957 crop corn producers who are in compliance with 
applicable regulations approved by the Secretary governing eligibility for price 
support. 

Operations.—Nonrecourse loans are available from harvest (about August 1, 
1957) through May 31, 1958, maturing July 31, 1958, or earlier on demand. In 
areas where the ASC State committee determines that corn cannot be safely 
stored throughout the full storage period, the final date of availability shall be 
earlier as determined by the committee. The national average level of support in 
the commercial corn area is (1) $1.40 per bushel for corn produced in es ance 
with acreage allotments, which reflects 77 percent of parity as of October 1, 1957, 
the beginning of the marketing year, and (2) $1.10 per bushel for corn produced 
not in compliance with acreage allotments. The support rate outside the com- 
mercial area is $1.27 per bushel, or 70 percent of parity. Loans may be obtained 
from approved lending agencies, through eligible financial insitutions, or direct 
from the Corporation through the agricultural stabilization and conservation 
county committees. Loans are on a note-and-chattel mortgage basis for farm- 
stored, and note-and-loan agreement basis for warehouse-stored corn. 

Purchase agreements are offered to producers from harvest (about August 1, 
1957) through May 31,1958. A producer desiring to deliver corn under a purchase 
agreement must declare his intention to sell within a 30-day period ending on 
July 31, 1958. The producer will not be obligated to sell any specified quantity ; 
however, the number of bushels specified in the purchase agreement will be the 
maximum quantity that may be delivered. 
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Authority —Commodity Credit Corporation Charter Act, as amended (15 
U. 8S. C. 714-7140), particularly section 714c thereof; titles I and IV of the 
Agricultural Act of 1949, as amended (7 U. 8S. C. 1441, 1421-1481); and titles 
I, Il, and III of the Agricultural Act of 1956 (7 U. S. C. 1813, 1860, and 
1442d). 

Basis of estimate 

Acreage allotments will be in effect on the 1958 crop corn. Participation in 
the soil bank acreage-reserve program for the 1958 crop year is estimated to 
eover 3.5 million acres compared with 5.3 million acres in the 1957 crop year 
and 5.5 million acres in the 1956 crop year. Assuming (1) a harvested acreage 
of 73.5 million acres which is 1.2 million acres more than that harvested in the 
1957 crop, and (2) a yield per acre of 46.1 bushels (the same as is currently in- 
dicated for the 1957 crop), a production of 3.4 million bushels is estimated for the 
1958 crop—about 55 million bushels more than is currently indicated for the 
1957 crop. 

Should price support extended on the 1958 crop equal 11.9 percent of the 
production—the average percentage of the production of the 1954 through 1956 
crops actually placed under support—it is estimated that price support will be 
obtained on 408.2 million bushels during the fiscal year 1959 compared with 395 
million bushels estimated for the fiscal year 1958 and actual price support ex- 
tended in the fiscal year 1957 on 481.7 million bushels. 

Acquisitions of prior year crops during the fiscal year 1959 are estimated at 
364 million bushels compared with 464.7 million bushels anticipated during fiscal 
year 1958 and actual acquisitions during the fiscal year 1957 of 381 million 
bushels. Sales activity during fiscal year 1959 is estimated to total 306 million 
bushels compared with 338 million bushels anticipated for fiscal year 1958 and 
actual sales during fiscal year 1957 of 218 million bushels. 

Cornmeal.—Price support stocks of corn are exchanged for cornmeal and 
subsequently donated under the authority of Section 416 of the Agricultural Act 
of 1949. It is estimated that 410.9 million pounds valued at $27.4 million will 
be donated during the fiscal year 1959 compared with 417.9 million pounds 
valued at $27.9 million anticipated during fiscal year 1958 and actual donations 
during fiscal year 1957 of 316.8 million pounds valued at $21.3 million. 


COTTON 
Summary of latest operations 


Objective—To support the price of 1957-crop upland cotton at not more than 
90 percent of parity nor less than 75 percent of parity, and extra long staple cot- 
ton at 75 percent of parity as required by law. 

Hligibility.— Eligible commodity is upland cotton produced in the United States 
in 1957 and extra long staple cotton produced from 1957 plantings in designated 
areas, of specified grade and staple length, in bales of at least 350 pounds not 
compressed to high density. Cotton produced on federally owned land in viola- 
tion of restrictive leases, or on newly irrigated, drained, or reclaimed land within 
any Federal project authorized after May 28, 1956, shall not be eligible. 

Eligible participants are producers of 1957-crop cotton with legal right to 
pledge it as security for a loan, and acceptable cotton cooperative marketing as- 
sociations. Producers must comply with applicable regulations prescribed by 
the Secretary with respect to acreage allotments and marketing quotas. 

Operations.—Nonrecourse warehouse and farm storage loans are available 
from about July 1, 1957, through April 30, 1958, on upland cotton in all cotton- 
producing States, and from August 1, 1957, through April 30, 1958, on (1) Ameri- 
can-Egyptian cotton produced in designated areas of Arizona, California, Texas, 
and New Mexico; (2) Sealand and Sea Island cotton produced in designated 
areas of Georgia and Florida; and (3) Sea Island cotton in Puerto Rico. Loans 
mature July 31, 1958, or earlier on demand. 

The average level of support for Middling %-inch upland cotton, gross 
weight, is 28.81 cents per pound, which reflects 78 percent of parity as of August 
1, 1957, the beginning of the marketing year. The average support price for extra 
long staple cotton is 59.70 cents per pound, with an average of 59.75 for American- 
Egyptian and 54.75 cents for Sealand and Sea Island. Premiums and discounts, 
with appropriate location differentials will apply, except that no location differen- 
tials will be established for Sealand and Sea Island cotton. 

Loans are made on warehouse-stored cotton covered by producer’s note and 
loan agreements, on farm-stored cotton by notes secured by cotton chattel 
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mortgages, and on cotton covered by bills of lading in areas where there is a 
shortage of storage space and where arrangements can be made for handling 
the cotton. Loans may be obtained by producers from approved lending agen- 
cies, or direct from the Corporation and by cooperative associations direct from 
the Corporation. All cotton must be classed by a Board of Cotton Examiners 
of the United States Department of Agriculture. The classification fee is 25 cents 
a bale, except that no charge will be made if samples are submitted under the 
Smith-Doxey program. 

Cotton not redeemed by maturity date will be handled in accordance with 
loan agreements under which CCC has the right to sell, purchase, or pool the 
cotton upon maturity and nonpayment of the loans. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. 8. C. 714-7140), particularly section 714¢ thereof; titles I and IV of the 
Agricultural Act of 1949, as amended (7 U. S. C. 1441, 1421-1481) and titles I 
and II of the Agricultural Act of 1956 (7 U. S. C. 1813, 1860). 


Basis of estimate 


Upland.—Acreage allotments and marketing quotas will be in effect on the 
1958-crop Upland cotton. Participation in the soil bank acreage reserve pro- 
gram for the 1958 crop year is estimated to cover 3 million acres, the same as 
for the 1957 crop year, compared with 1,121,000 acres for the 1956 crop year. 
Assuming (1) that 13,600,000 acres of the allotted 17,555,000 acres will be har- 
vested, and (2) a yield per acre of 417 pounds (the same as the actual yield 
of the 1955 crop) a production of 11,700,000 running bales is estimated for the 
1958 crop—867,000 bales more than is currently indicated for the 1957 crop. 

Should loans on the 1958 crop equal 34.5 percent of the production—the aver- 
age percentage of the production of the 1954 through 1956 crops actually placed 
under support—it is estimated that loans will be made on 4.0 million bales of 
Upland cotton during the fiscal year 1959 compared with 4.5 million bales 
anticipated during the fiscal year 1958 and actual loans made during the fiscal 
year 1957 on 4.8 million bales. 

While the December estimate of cotton production from the 1957 crop was 
10.8 million running bales, a reduction of 2.3 million bales from the 1956 crop, 
it does not necessarily follow that a similar reduction would be reflected in the 
estimated volume of cotton to be placed under loan during the fiscal year 1958. 

Cool, rainy weather beginning in September and continuing through Novem- 
ber over most of the cotton belt delayed maturity of the already late crop. 
Unfavorable weather held maturity of bolls at a virtual “standstill” in many 
areas. soll rot and field losses of open cotton were heavy. In Texas, Okla- 
homa, and Northern areas of the central belt, the slow maturing crop was over- 
taken by earlier than average frosts and freezes. Because of these climatic 
conditions there will be a higher percentage of low quality cotton produced 
from the 1957 crop compared with the 1956 crop. It is expected therefore, 
that sales for unrestricted use from CCC inventories of higher quality cotton 
will supplant marketings which would normally have come from the 1957 crop 
and more cotton of lower quality from the 1957 crop will be placed under loan. 

Acquisitions of prior year loan collateral are estimated at 3.5 million during 
the fiscal year 1959 compared with.3.7 million bales anticipated for the fiscal year 
1958 and actual acquisitions during the fiscal year 1957 of 6.0 million bales. 
Sales are expected to total 5.1 million bales in fiscal year 1959 compared with 
6.5 million bales anticipated for the fiscal year 1958 and actual sales during fiscal 
year 1957 of 7.8 million bales. 

Extra long staple.—Acreage allotments and marketing quotas will be in effect 
on the 1958-crop extra long staple cotton. Assuming (1) that 75,000 acres of the 
allotted 83,286 acres will be harvested, and (2) a yield per acre of 583 pounds 
(the same as the actual yield for the 1956 crop), a production of 90,000 running 
bales is estimated for the 1958 crop—8,700 bales more than is currently indicated 
for the 1957 crop. 

Should loans on the 1958 crop equal 43.4 percent of the production—the aver- 
age percentage of the production of the 1954 through 1956 crops actually placed 
under support—it is estimated that loans will be made on 39,000 bales in the 
fiscal year 1959 compared with 40,000 bales anticipated for the fiscal year 1958 
and actual loans made during the fiscal year 1957 on only 939 bales because of 
the very favorable price situation which prevailed in that year. 

Acquisitions of prior-year loan collateral during the fiscal year 1959 are esti- 
mated at 30,000 bales compared with negligible quantities in the fiscal years 
1958 and 1957. 
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PEANUTS 
Summary of latest operations 

Objective.—To support the price of 1957-crop peanuts at not more than 90 per- 
cent nor less than 75 percent of parity as required by law. 

Eligibility.—Eligible commodity is 1957-crop inspected, farmers’ stock, quota 
peanuts suitable for storage and containing not in excess of the percentages of 
foreign material, damaged kernels, and moisture as established by the Presi- 
dent or Executive Vice President, CCC. Peanuts produced on federally owned 
land in violation of restrictive leases, or on newly irrigated, drained, or re- 
claimed land within any Federal project authorized after May 28, 1956, shall not 
be eligible. 

Eligible participants are producers or grower associations of producers, and 
shelters. Eligible producers must comply with applicable regulations prescribed 
by the Secretary with respect to peanut acreage allotments and marketing 
quotas. 

Operations.—Nonrecourse loans are available to eligible producers from about 
August 1, 1957, through January 31, 1958, maturing May 31, 1958, or earlier 
on demand. The average level of support is $221.40 per ton (11.07 cents per 
pound.), which reflects 81.4 percent of parity as of August 1, 1957, the begin- 
ning of the marketing year. Loans may be obtained from approved lending 
ugencies or direct from the Corporation through the Agricultural Stabilization 
and Conservation County Committees. Loans are on a note-and-chattel mortgage 
basis for farm-stored peanuts and note-and-loan agreement basis for warehouse- 
stored peanuts. CCC may also purchase No. 2 shelled peanuts from commercial 
shellers from October 1, 1957, to not later than August 31, 1958. 

Purchase agreements are offered to producers through January 31, 1958. 
Producers desiring to sell peanuts to the Corporation under a purchase agree- 
ment will have a 30-day period ending on May 31, 1958, during which to declare 
their intention to sell. The producer will not be obligated to sell any specified 
quantity ; however, the amount specified in the purchase agreement will be the 
maximum quantity that may be delivered. 

Authority. Commodity Credit Corporation Charter Act, as amended (15 U. S. 
C. 714-7140), particularly section 714c thereof; titles I and IV of the Agricul- 
tural Act of 1949, as amended (7 U. S. C. 1441, 1421-1431) ; and titles I and II 
of the Agricultural Act of 1956 (7 U. 8. C. 1813, 1860). 


Basis of estimate 


Acreage allotments and marketing quotas will be in effect on the 1958-crop 
peanuts. Assuming (1) that 1,465,000 acres of the allotted 1,610,000 acres will 
be picked and threshed, and (2) a yield per acre of 1,157 pounds (which is the 
same as the actual yield of the 1956 crop), a production of 1,695 million pounds 
is estimated for the 1958 crop—191 million pounds more than is currently indi- 
cated for the 1957 crop. 

Should price support extended on the 1958 crop equal 14.4 percent of the pro- 
duction—the average percentage of the production of the 1954 through 1956 
crops actually placed under support—it is estimated that price support will be 
extended on 244 million pounds of farmers’ stock peanuts during the fiscal year 
1959 compared with 300 million pounds anticipated for the fiscal year 1958 and 
actual price support extended during the fiscal year 1957 on 366.1 million pounds. 

Acauisitions from loan collateral of farmers’ stock peanuts during the fiscal 
vear 1959 are estimated at 204 million pounds compared with 252.4 million 
pounds anticinated for the fiscal year 1958 and actual acquisitions during the 
fiseal year 1957 of 334.8 million pounds. It is anticipated that there will con- 
tinue to be a No. 2 shelled peanut program for the 1958 crop. 


RICE 
Summary of latest operations 

Objective—To support the price of 1958 crop rice at not more than 90 percent 
nor less than 75 nercent of parity as required by law. 

Eligibility Eligible commodity is 1958 crop rough rice other than mixed 
rough rice grading No. 5 or better. Rice produced on federally owned land in 
violation of restrictive leases. or on newly irrigated, drained, or reclaimed land 
within any Federal project authorized after May 28, 1956, shall not be eligible. 

Eligible particinants are producers and cooperative marketing associations of 


producers of 1958 crop rice who are in compliance with regulations governing 
eligibility for price support. 
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Operations.—Nonrecourse loans are available from about July 15, 1958, through 
January 31, 1959, and will mature April 30, 1959 (except that an earlier date 
may be set in some States), or earlier on demand, The minimum level of sup- 
port will be $4.33 per hundredweight, 75 percent of November 1957 parity. This 
price will not be reduced, but will be increased if necessary because of any 
increase in parity or decrease in the supply percentage as of August 1, 1958, 
the beginning of the marketing year. Premiums and discounts apply for the 
various varieties, grades, and milling qualities. Loans may be obtained from 
approved financial institutions or direct from the Corporation through the agri- 
cultural stabilization and conservation county committees. Loans are made on 
a note and chattel mortgage basis for rice stored on the farm and on a note and 
loan agreement basis when stored in approved warehouses. 

Purchase agreements are offered to producers from about July 15, 1958, through 
January 31, 1959. Producers desiring to sell rice to the Corporation under a 
purchase agreement will have a 30-day period ending on April 30, 1959, during 
which to declare their intention to sell. The producer will not be obligated to 
sell any specified quantity ; however, the amount specified in the purchase agree- 
ment will be the maximum quantity that may be delivered. 

Authority Commodity Credit Corporation Charter Act, as amended (15 
U. 8S. C. 714-7140), particularly section 714c thereof; titles I and IV of the 
Agricultural Act of 1949 as amended (7 U. S. C. 1441, 1421-1431) ; and titles I 
and II of the Agricultural Act of 1956 (7 U. S. C. 1813, 1860). 


Basis of estimate 


Acreage allotments and marketing quotas will be in effect on the 1958 crop 
rice. Participation in the soil bank acreage reserve program for the 1958 crop 
year is estimated to cover 150,000 acres compared with 242,100 acres in the 1957 
crop year and 26,200 acres in the 1956 crop year. Assuming (1) that 1,460,000 
acres of the allotted 1,653,000 acres will be harvested and (2) a yield per acre of 
31.8 hundredweight (the same as is currently indicated for the 1957 crop), a pro- 
duction of 46.4 million hundredweight is estimated for the 1958 crop, 3.5 million 
hundredweight more than is currently indicated for the 1957 crop. 

Should price support extended on the 1958 crop equal 48.1 percent of the pro- 
duction—the average percentage of the production of the 1954 through 1956 
crops actually placed under support—it is estimated that price support will be 
obtained on 22.3 million hundredweight during the fiscal year 1959 compared 
with 15 million hundredweight anticipated for the fiscal year 1958 and actual 
price support extended in the fiscal year 1957 on 23.7 million hundredweight. 

Acquisitions of rough rice during the fiscal year 1959 are estimated at 15.3 
million hundredweight compared with 9.0 million hundredweight anticinsted 
in the fiseal year 1958 and actual acquisitions during the fiscal year 1957 of 
17.7 million hundredweight. It is estimated that during the fiscal yerr 1959, 
under revised operating procedures, sales of 10.5 million hundredweight of rough 
rice will be made to millers and no repurchases in the form of milled rice are 
contemplated. During the fiscal year 1958, sales to millers are estimated at 11.1 
million hundredweight with repurchases of 8.4 million hundredweight of milled 
rice compared with actual sales to millers during the fiscal year 1957 of 19.1 
million hundredweight and repurchases of 13.8 million hundredweight of milled 
rice. Most of the milled rice is disposed of through programs under Public 
Law 480. 

TOBACCO 
Summary of latest operation 

Objective—To support the price of 1957 crop tohacco as required by law. 

Eligibility —Eligible commodity is tobacco of the 1957 crop grown in the 
United States and in Puerto Rico. Tobacco produced on federally owned land 
in violation of restrictive leases, or on newly irrigated, drained, or reclaimed 
land within any Federal project authorized after May 28, 1956, shall not be 
eligible. Eligible borrowers are growers of eligible tobacco who are in con:pli- 
ance with applicable regulations prescribed by the Secretary with respect to 
tobacco acreage allotments and marketing quotas. Growers of Pennsylvania 
seedleaf type 41 tobacco will not receive price support on the 1957 crop since 
they disapproved marketing quotas. 











1776 


Operations.—Nonrecourse loans are offered to cooperators at following levels 
during the periods indicated and mature on demand: 


Announced Support level Loans available 
minimum 
average Sup- 
port price | Percent of | Parity as of—| Earliest date | Latest date 

per pound parity | 


Flue-cured..._- 90 | July 1,1957| July 1,1957 | Feb. 28, 1958 


Burley - .-. | 90 | Oct. 1,1957 | Nov. 1,1957 | Apr. 30, 1958 
Fire-cured__- 175 | .do | .do Do, 

Dark air-cured and sun-cured 1 6634 do ott do eae. eee 
Maryland _-__- 90 | .do | Apr. 1, 1958 | Nov. 15, 1958 
Cigar binder | 90 j_....do | Sept. 1, 1957 | July 31, 1958 
Cigar filler and binder 90 | ee .do a Asean. 
Puerto Rican_- 90 do | Feb. 1,1958 | Sept. 30, 1958 


| 
| | | 





1 Of burley. 7 
2 Puerto Rican tobacco not planted until after Oct. 1. 


Loans are made through producer associations or other responsible organiza- 
tions which act for groups of growers in receiving, handling, and selling their 
tobacco. Costs incurred incidental to placing loan tobacco in storable condition 
and overhead costs of the cooperatives are advanced by CCC to the associations 
and become a part of the principal loan outstanding. No commercial insurance is 
earried on tobacco collateral. In lieu thereof the Corporation assumes the 
physical loss or damage on the tobacco and charges the loan account with a col- 
lateral fee of 144 cents per month per $100 outstanding on the principal amount 
of the loan on tobacco stored in continental United States and 3 cents per $100 
per month on tobacco stored in Puerto Rico. 

Under the loan agreements the associations servicing the auction areas bear 
overhead costs in connection with the loan operation in an amount not less than 
12 cents per hundredweight and are authorized to pass this charge on to the 
grower. The charge in cigar-type areas, where the auction system is not used 
will be established at a rate proportionate to the relative costs involved in each 
area. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof; and titles I and IV of the 
Agricultural Act of 1949, as amended (7 U. 8S. C. 1441, 1421-1431) ; see. 2 of the 
act of July 28, 1945 (7 U. 8S. C. 1312 note) ; and titles I and II of the Agricultural 
Act of 1956 (7 U.S. C. 1818, 1860). 

Basis of estimate 

Acreage allotments and marketing quotas will be in effect on certain types of 
1958-crop tobacco. Participation in the soil-bank acreage reserve program for 
the 1958 crop year is estimated to cover 80,000 acres—the same as anticipated for 
the 1957 crop year—compared with 32,000 acres in the 1956 crop year. Assuming 
(1) that 1,158,000 acres of the allotted 1,245,000 acres will be harvested and 
(2) a yield per acre of 1,598 pounds (the same as the actual United States yield 
of the 1956 crop), a production of 1,851 million pounds is estimated for the 1958 
crop—143 million pounds more than is currently indicated for the 1957 crop. 

Should loans made on the 1958 crop equal 15.4 percent of the production—the 
average percentage of the production of the 1954 through 1956 crops actually 
placed under support—it is estimated that loans will be obtained on 290 million 
pounds during the fiscal year 1959 compared with 178.5 million pounds anticipated 
for the fiscal year 1958 and actual loans made during the fiscal year 1957 on 
323.6 million pounds. 

Redemptions of loans—primarily of prior years’ stocks—are estimated at 373 
million pounds during the fiscal year 1959 compared with 401.9 million pounds 
anticipated for the fiscal year 1958 and actual repayments of 244.3 million 
pounds in the fiscal year 1957. 





WHEAT 
Summary of latest operations 

Objective—To support the price of 1958-crop wheat at Rot more than 90 nor 
less than 75 percent of parity as required by law. 

Eligibility.—Kligible commodity is wheat produced in the continental United 
States in 1958 and shall be (1) any class grading No. 3 or better; or (2) any 
class grading No. 4 or No. 5 on the factor of “test weight” and/or because of 
containing durum and/or red durum but otherwise grading No. 3 or better, 
and meeting sanitation requirements of Food and Drug Administration in a 
manner determined by the President or Executive Vice President. Wheat that 
cannot be safely stored on the farm is not eligible for farm-storage loans. Wheat 
produced on federally owned land in violation of restrictive leases, or on newly 
irrigated, drained, or reclaimed land within any Federal project authorized 
after May 28, 1956, shall not be eligible. Wheat producers in the commercial 
producing areas must comply with applicable regulations prescribed by the 
Secretary with respect to wheat acreage allotments and marketing quotas. 

Operations.—Nonrecourse loans will be available from harvest (about May 15, 
1958) through January 81, 1959, and will mature February 28, 1959, in desig- 
nated States and March 31, 1959, in other States, or earlier on demand. The 
minimum level of support in the commercial wheat-producing area will be $1.78 
per bushel which is 75 percent of estimated transitional parity. This announced 
price will not be reduced, but will be increased if necessary because of any 
increase in parity or decrease in the supply percentage as of July 1, 1958, the 
beginning of the marketing year. 

The level outside the commercial wheat-producing area will be 75 percent 
of that in the commercial wheat-producing area. Loans may be obtained fron 
approved lending agencies, through eligible financial institutions, or direct from 
the Corporation through the agricultural stabilization and conservation county 
committees. Farm-storage loans will be on a note-and-chattel mortgage basis 
and warehouse-storage loans on a note-and-loan agreement basis. 

Purchase agreements will be offered to producers from about May 15, 1958, 
through January 31, 1959. A producer desiring to deliver wheat to the Cor 
poration under a purchase agreement must declare his intention to sell within 
a 30-day period ending on the applicable loan maturity date, or on such earlier 
date as may be determined by the Corporation. The producer will not be obli 
gated to sell any specified quantity: however, the number of bushels specified 
in the purchase agreement will be the maximum quantity that may be delivered. 

Authority. Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section T1l4c thereof: titles I and IV of the Agri- 
cultural Act of 1949, as amended (7 U. S. C. 1441, 1421-1431); and titles I and 
II of the Agricultural Act of 1956 (7 U. S. C. 1813, 1860). 


Basis of estimate 

Acreage allotments and marketing quotas will be in effect on the 1958 crop of 
wheat. Participation in the soil-bank acreage reserve program for the 1958 crop 
year is estimated to cover 6,300,000 acres compared with 12,783,000 acres for the 
1957 crop year and 5,469,000 acres for the 1956 crop year. Assuming (1) that 50 
million acres of the allotted 55 million acres will be harvested, and (2) a yield 
per acre of 20 bushels, a production of 1 billion bushels is estimated for the 1958 
crop—72.7 million bushels more than is currently indicated for the 1957 crop. 

Changes in the Corporation’s wheat export programs providing that sales will 
be drawn from free market stocks rather than from CCC inventories have 
resulted in lower proportions of production being placed under support and this 
trend is expected to continue. It is estimated that price support will be extende:| 
on 210 million bushels during the fiscal year 1959 (about 21 percent of the pro- 
duction) compared with 210.5 million bushels (about 23 percent of the produc 
tion) anticipated for the fiscal year 1958 and actual price support extended in 
the fiscal year 1957 on 238.8 million bushels (about 25 percent of the production). 

Acquisitions during the fiscal year 1959 are estimated at 146.5 million bushels 
compared with 153.1 million bushels anticipated for the fiscal year 1958 and 
actual acquisitions in the fiscal year 1957 of 165 million bushels. Sales during 
the fiscal year 1959 are estimated at 200 million bushels compared with 165.1 
million bushels anticipated for the fiscal year 1958 and actual sales in the fiscal 
vear 1957 of 273.1 million bushels, reflecting the Corporation’s policy which re- 
stricts sales of CCC wheat primarily for the payment of the price differential on 
export sales in wheat instead of cash and for barter programs. 
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Wheat flour.—Price-support stocks of wheat are exchanged for wheat flour 
and subsequently disposed of under section 416 of the Agricultural Act of 1949 
and for relief requirements under title II of Public Law 480. It is estimated that 
815.5 million pounds of flour valued at $57.1 million will be donated under section 
416 during the fiscal year 1959 compared with 896 million pounds valued at 
$62.7 million anticipated for the fiscal year 1958 and actual donations in the 
fiscal year 1957 of 560.9 million pounds valued at $40.1 million. Other disposi- 
tions, primarily under title II of Public Law 480, are estimated at 42.9 million 
pounds of flour valued at $3.2 million during the fiscal year 1959 compared with 
46.1 million pounds valued at $4.1 million anticipated for the fiscal year 1958 and 
actual dispositions during the fiscal year 1957 of 33 million-pounds’ valued at 
$2.3 million. 


PrIcE SuPPoRT PROGRAM, MANDATORY NONBASIC COMMODITIES 


HONEY 
Summary of latest operations 

Objective.—To support the price which beekeepers receive for honey at not 
more than 90 nor less than 60 percent of parity, as required by law. 

Eligibility.—Eligible participant is any individual, partnership, association, 
or corporation producing 1957 crop extracted honey. 

Eligible commodity is limited to extracted honey of the 1957 crop produced in 
continental United States, Hawaii, and Puerto Rico, packed in 60-pound or larger 
containers, equivalent to or better than U. 8. Grade ©, and not objectionable in 
flavor. 

Operations.—Nonrecourse farm-storage loans and purchase agreements are 
available from April 1, 1957, through December 31, 1957, and will mature not 
later than March 31, 1958. Direct purchases are authorized in Hawaii and 
Puerto Rico. 

The national average support price of 9.7 cents a pound reflects 70 percent of 
parity as of February 15, 1957, adjusted to the 60-pound container level. 

Leans are made on a note-and-chattel mortgage basis and may be obtained 
from approved lending agencies or direct from CCC through the agricultural 
stabilization and conservation county committees. Loan rate is determined on 
the basis of samples from the lot or lots which will be placed under loan. Honey 
is to be stored in approved storage structures located on or off the producers’ 
premises, excluding public warehouses. Producers are obligated to maintain 
the structures in good repair and keep honey in good condition. 

Purchase agreement deliveries will be accepted within the maximum quantity 
specified in the agreement. 

Contracts on a negotiated or bid basis may be entered into with commercial 
honey packers for processing or repackaging which may be required either to 
protect or facilitate the disposition of the commodity. 

Authority —Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714¢c thereof; and titles IT and IV of the 
Agricultural Act of 1949 (7 U. S. C. 1446, 1421-1431). 


Basis of estimate 


It is estimated that honey production in the marketing year 1958 will be 240 
million pounds compared with 235.4 million pounds estimated for the marketing 
year 1957—an increase of 11.9 and 9.7 percent, respectively, above the actual 
production of 214.5 million pounds in the marketing year 1956. This reflects an 
increase in the number of colonies and in the average yield per colony. Imports 
during 1958 are expected to be at about the same level as in 1957, but somewhat 
higher than in 1956. With a higher carry-in for the 1958 marketing year, total 
supplies of 268 million pounds are indicated, compared with 257.4 million pounds 





© 


estimated for the 1957 marketing year and 235.1 million pounds in the 1956 
marketing year. Exports during the marketing year 1958 are expected to be at 
the same level as in the 1957 marketing year, but somewhat lower than in the 
marketing year 1956. Domestic consumption in 1958 is expected to increase to 
230 million pounds from the 217.4 million pounds estimated for 1957 and 199.9 
million pounds actually used in 1956. 

As a protection against possible marketing difficulties in the marketing year 
1958 due to increased carry-in, it is estimated that price support will be extended 
on 4 million pounds of honey in the marketing year 1958 compared with 2.2 


million pounds estimated for 1957 and 1.8 million pounds extended in the 1956 
marketing year. 
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Acquisitions in the 1958 marketing year are estimated at 1.4 million pounds 
compared with 0.2 million pounds anticipated during the 1957 marketing year and 
none in the 1956 marketing year. It is anticipated that all honey acquired will 
be sold during the year of acquisition. 


MILK AND BUTTERFAT 


Summary of latest operations 


Objective-—To support the general level of prices to producers of milk and 
butterfat and the products of such commodities from April 1, 1957, to March 31, 
1958; as required by law. 

Pligibility—HEligible dairy products must be produced and located in the con- 
tinental United States and must be in units of not less than tariff minimum 
carlots for the area where the products are located. The following products are 
eligible at maximum rates indicated. 


Purchase prices (cents per pound) 


ees 


grade A grade B 
or higher 
Butter (bulk) 
New York, N. Y., and Jersey City and Newark, N. J 60. 50 58. 50 
Seattle, Wash., and California 59. 75 57.75 
Connecticut, Rhode Island, Massachusetts, Vermont, New Hampshire, | 
and Maine ca | 60. 50 58. 50 
Arizona, New Mexico, Texas, and Louisiana. 59, 25 57. 25 
Mississippi, Alabama, Georgia, Florida, and South Carolina 59. 50 57. 50 
Domestic | Export 
packages packages 
American Cheddar cheese, U.S. grade A or higher_.... te 35. 00 35. 75 
aes 5 ee \ Ce a ee ee 
Large con- | Small con- 
tainers tainers 
Nonfat dry milk, U. 8S. Extra grade i 
Spray... csiieidmathipaiinancaaaiie i ee aS 16. 00 21. 00 
Roller 


owsen pagueccosgue thbunnogune ie cnmpestbea iadiaiali 7" 14. 00 19. 00 


Purchases of butter are un a basing-point method. Purchase prices at desig- 
nated markets (New York, Seattle, and San Francisco) and in specified States 
Shall not exceed the prices listed above. The purchase price at other points will 
be at the price of the designated market named by the seller less 80 percent of 
the lowest published domestic railroad carlot freight rate per pound gross 
weight from the offer point to the designated market, except that the purchase 
prices at Chicago shall continue to be those in effect during the 1956-57 market- 
ing year (59.5 cents a pound for U. 8S. Grade A and 57.5 cents a pound for U. 8S. 
Grade B). Purchase prices were computed to reflect a general level of prices 
to producers of about 79 percent of butterfat parity price and 82 percent parity 
equivalent price for milk used in manufacturing principal dairy products, or 
$3.25 per hundredweight for manufacturing milk testing 3.95 percent and 58.6 
cents per pound for butterfat. 

Donations under section 416 to the Administrator of Veterans’ Affairs, and 
to the Secretary of the Army, acting also for the Navy, Marine Corps, and Air 
Force, are authorized for price-supported dairy products (including milk). An 
allowance by CCC is made for surplus fluid milk purchased by the above agencies 
at rate of $4.10 per hundredweight. Under existing legislation the latter pro- 
gram will expire on December 31, 1958. To support dairy prices, beginning 
September 1, 1954, and ending June 30, 1958, not to exceed $50 million for the 
fiscal year ending June 30, 1955, not to exceed $60 million for the year en‘ling 
June 30, 1956, and for each of the 2 years in the period beginning July 1, 1956, 
and ending June 30, 1958, not to exceed $75 million of CCC funds shall be used to 
increase the consumption of fluid milk by children in nonprofit schools of high- 
school grade and under and in nonprofit child-care institutions. Payments are 
made through the facilities of the school-lunch program upon certifications of 
use of additional milk by local schools or institutions. This operation is ad- 
ministered by the Agricultural Marketing Service. 
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Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. 8S. C. 714-7140), particularly section 714c thereof; and title II of the Agricul- 
tural Act of 1949 (7 U. S. C. 1446-1446c). 

Basis of estimate 

Milk production in the 1958-59 marketing year is estimated at 128.5 billion 
pounds, milk equivalent—900 million pounds more than is anticipated for the 
1957-58 marketing year as the increase in production per cow continues to more 
than offset the decline in the number of cows. Domestic disappearance in the 
1958-59 marketing year is expected to increase over the past 2 marketing years. 
Exports in the 1958-59 marketing year are anticipated to remain at the same 
level as the previous year but below the 1956-57 marketing year, reflecting the dis- 
continuance of foreign donations of butter and butter oil. The carryout at the 
end of the 1958-59 marketing year reflects the reduction in CCC stocks of dairy 
products primarily caused by the large volume of donations through section 
416 of the Agricultural Act of 1949 and greater consumption due to reduced 
support levels. 

The volume of purchases in fiscal year 1959 is expected to decrease to 4,250 
million pounds, milk equivalent, as compared with an estimated 5,550 million 
pounds for 1958 and actual purchases of 5,350 million pounds in fiscal year 1957. 
The decrease is due to the effect of the announced reduction in support level to 75 
percent of parity for purchases in the 1958-59 marketing year partly offset by 
increased purchases due to the expiration of the authorization for special milk 
programs. 

rUNG NUTS 
Summary of latest operations 

Objective—To support the price of 1957-crop tung nuts at not more than 90 
percent nor less than 60 percent of parity as required by law. 

Eligibility Producers of 1957-crop tung nuts. Tung nuts must be matured, 
air dried with hard hulls and suitable for milling. Tung oil must meet Federal 
specifications. 

Operations.—Purchase agreements are available on eligible tung nuts from 
November 1, 1957, through January 31, 1958. The support level shall be $52.13 
per ton, basis 18.5 percent oil content (65 percent of parity as of November 1, 
1957, the beginning of the marketing year). The producer may deliver tung 
nuts or tung oil at his option, so long as the quantity does not exceed the maxi- 
mum amount of tung nuts, or tung oil equivalent, specified in the purchase agree- 
ment. Notice of intention to deliver tung nuts must be made known by pro- 
ducers within a 30-day period ending March 31, 1958, and to deliver tung oil 
within a 30-day period ending October 31, 1958. 

Nonrecourse loans and purchase agreements on eligible tung oil are available 
from November 1, 1957, through June 30, 1958. maturing October 31, 1958, or 
earlier on demand. The loan and purchase agreement rate of 20.5 cents per 
pound is determined on the basis of a formula involving the support level of 
tung nuts and the milling fee and oil outturn per ton of nuts. Loans are made 
on a note-and-loan agreement basis with a warehouse receipt constituting the 
security. Loans may be obtained from approved lending agencies or direct from 
the Corporation through the agricultural stabilization and conservation county 
committees. 

Authority —Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof: and titles II and IV of 
the Agricultural Act of 1949 (7 U. S. CG. 1446, 1421-1481). 

Basis of estimate 


It is estimated that the 1958 tung nut crop will amount to about 100,000 tons 
resulting in an estimated production of 32 million pounds of oil compared with 
110,000 tons of nuts and 35 million pounds of oil anticipated for the 1957 crop 
and 100,176 tons of nuts and 32 million pounds of oil produced from the 1956 
crop. Total supplies of 87 million pounds are estimated for the 1958 marketing 
vear including imports of 26 million pounds, the quota established by the Presi- 
dent’s proclamation of September 9, 1957. Such imports would furnish half of 
the 52 million pounds required for domestic use. 

Price support to be extended on the 1958 crop is estimated at 20.2 million 
pounds compared with 27.5 million pounds anticipated for the 1957 crop and 
21.2 million pounds actually extended on the 1956 crop. Aequisitions of the 1958 
crop will occur during the fiscal year 1960. 
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Acquisitions of the 1957 crop (in fiscal year 1959) are estimated at 7 million 
pounds compared with acquisitions of 15 million pounds from the 1956 crop. 
In order to maintain the quality of the inventory, it is contemplated that 13 
million pounds of the 1956 crop oil will be rotated by exchanging it for 1957 
crop oil. Because of the current supply situation, no sales of oil are contem- 
plated during fiscal years 1958 and 1959. However, if the 1958 Argentine tung 
crop is a relatively poor one, as recent Embassy reports indicate, and if the 
United States crop is damaged by freeze, as was the case with the 1955 crop, it 
may be possible to dispose of the Corporation’s inventories. All stocks of oil 
acquired from prior programs were sold during the fiscal year 1957. 


WOOL AND MOHAIR 
Summary of latest operations 


Objective—To support the prices of wool and mohair during the marketing 
year April 1, 1958, through March 31, 1959, by incentive payments, in accordance 
with the National Wool Act of 1954. 

Eligibility—Domestie wool and mohair shorn on or after January 1, 1955, and 
marketed on or after April 1, 1958, but not later than March 31, 1959. 

Domestic unshorn lambs marketed on or after April 1, 1958, but not later 
than March 31, 1959. 

Operations.—Price of domestic shorn wool is supported by incentive payments 
to producers, based on their net sales’ proceeds from shorn wool marketed during 
the 1958 marketing year. Pulled wool is supported by payments on the live 
weight of sheep and lambs, according to pelt classifications, marketed during 
the 1958 marketing year. Incentive payment for domestic shorn wool is 62 cents 
per pound, grease basis, being 95 percent of the parity price as of September 15, 
1957. The incentive price for pulled wool will be figured at a rate per hundred- 
weight of live animals to compensate for the wool at a price relationship com- 
parable to the incentive payments for shorn wool. 

Price of domestic shorn mohair is supported at 70 cents per pound, which is 
approximately 82 percent of the parity price for mohair as of September 15, 
1957. While mohair support levels shall be at a level comparable to the wool 
incentive price, the mohair price level may vary as much as 15 percent above or 
below the comparable percent-of-parity wool incentive level. 

’ayments are made to eligible producers, based on their net sales proceeds from 
shorn woo] and mohair marketed during the 1958 marketing year, or on the live 
weight of unshorn lambs sold during the marketing year irrespective of the 
purpose for which the lambs are sold. Such payments are reimbursable from 
70 percent of the annual specific duties collected on wool and wool manufactures. 
Payments to producers are on a percentage basis, reflecting the amount required 
to bring the national average price received by all producers up to the announced 
incentive level. Applications by producers for payment, determination of pro- 
ducers’ eligibility for payments, and computation of payments, will be made 
through Agricultural Stabilization and Conservation County Committees. 

Authority Commodity Credit Corporation Charter Act, as amended (15 U. 8. 
©. 714-7140), particularly section 7i4e thereof; and the Natural Wool Act of 
1954, title VII of the Agricultural Act of 1954 (7 U. 8S. C. 1781-1787). 

Basis of estimate 


Wool.—As a result of improved range and pasture condition in the drought 
area, domestic shorn-wool production during the marketing year 1958 is ex 
pected to increase to 230 million pounds (grease basis) from the 226 million 
pounds (grease basis) anticipated for the 1957 marketing year—both slightly 
lower than the 232.1 million pounds shorn in the marketing year 1956. Pulled- 
wool production is estimated at 37.9 million pounds (grease basis) in each of 
the marketing years 1957 and 1958 compared with 39.9 million pounds during 
the 1956 marketing year. In terms of clean basis, production for both the 1957 
and 1958 marketing years is estimated at 125 million pounds, compared with 
132 million pounds in the 1956 marketing year. 

The monthly averages of prices received by growers for wool during the first 
7 months of the 1957 marketing year ranged between 5.3 and 12.1 cents above 
the average of 44.3 cents for the entire 1956 marketing year. The average for 
October 1957 was 49.6 cents, compared with 56.4 cents for June, the peak for 
the first 7 months of the 1957 marketing year. The decline since June reflects 
an easing of prices in the world market toward the close of the marketing sea 
sons in Southern Hemisphere producing areas. At the opening late in August of 
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the current selling season in Australia, prices were below the closing prices of 
the previous season in June, declined further during September, and the trend 
generally was downward through October. Since October, prices in Australia 
have shown a firming tendency. 

Consumption of apparel wool by United States mills during the first 9 months 
of 1957 was 13 percent below that of a year earlier. This decline follows in- 
creases in each of the 2 previous years. Consumption in the 1958 marketing 
year is expected to be a little higher than that for 1957. The lower level of 
wool prices in the world market should stimulate consumption of wool in this 
country since wool prices are now more competitive with prices for manmade 
fibers. 

Imports of apparel wool during the first 8 months of 1957 were almost a third 
lower than last year. They are expected to continue low during the remainder 
of the year and then show some increase during 1958 after CCC stocks are com- 
pletely disposed of (early in calendar year 1958) and consumption shows an 
improvement. 

Payment program.—The incentive price for shorn wool for the marketing 
year 1958 has been announced at 62 cents per pound, the same as for the 1957 
marketing year. Assuming that prices received by growers will average 50 cents 
per pound for the 1958 marketing year, payments on shorn wool would average 
12 cents per pound, compared with the estimated average price of 52.5 cents per 
pound and average payments of 9.5 cents per pound for the 1957 marketing year. 
For the 1956 marketing year, payments averaged 17.7 cents per pound on shorn 
wool. It is anticipated that payments on the 1958 program will be made early 
in the fiscal year 1960. During the fiscal year 1959, it is estimated that pay- 
ments applicable to the 1957 program will amount to $28.5 million, consisting of 
$24.2 million on 254.7 million pounds of shorn wool and $4.3 million on 1.1 
million pounds of unshorn lambs (liveweight). 

Payments during fiscal year 1958 applicable to the marketing year 1956 are 
estimated at $53.1 million, consisting of $45.2 million on 254.7 million pounds 
of shorn wool and $7.9 million on 1.1 billion pounds of unshorn lambs (live- 
weight). Payments on the 1955 marketing year, which were made during the 
fiseal year 1957, amounted to $57.6 million consisting of $50 million on 260.3 
million pounds of unshorn wool and $7.6 million on 991.7 million pounds of un- 
shorn lambs (liveweight). 

MVohair—Production of mohair during the marketing year 1958 is estimated 
at 19.1 million pounds—the same as indicated for the 1957 marketing year but 
slightly more than was produced during the marketing year 1956. Domestic 
consumption during 1958 is expected to decline somewhat from the 1957 level 
while exports are anticipated to remain at the high level attained in 1957. 

Prices received by growers for mohair have been above the support price of 
70 cents per pound. While the average price received for the 1958 marketing 
year is estimated to be lower than for the 1957 marketing year, it is expected 
to remain above the support level, as was also the case in both the 1955 and 
1956 marketing years. Consequently no payments were required on mohair 
marketed in those years and it is not anticipated that any will be made on mohair 
sold during the 1957 and 1958 marketing years. 


Price Suport ProGRAM, OTHER NONBASIC COMMODITIES 


Barley 
Summary of latest operations 

Objective-—To support the price of 1957-crop barley as a feed grain at 70 per- 
cent of June 15, 1957, parity, as required by law. 

Eligibility.—Eligible commodity is barley produced in continental United States 
in 1957 and grading No. 4 or better or No. 4 Garlicky or better. Barley pro- 
duced on federally owned land in violation of restrictive leases, or on newly 
irrigated, drained, or reclaimed land within any Federal project authorized after 
May 28, 1956, shall not be eligible. Eligible participants are producers of 1957 
crop barley, who are in compliance with any regulation prescribed by the Sec- 
retary governing the eligibility for price support. 

Operations.—Nonrecourse loans are available from about May 15, 1957, through 
January 31, 1958, and will mature on April 30, 1958 (except that an earlier 
maturity date may be established for any State by the President or Executive 
Vice President, CCC) or earlier on demand. The national average support price 
is 95 cents per bushel, 70 percent of June 15, 1957, parity price for all barley. 
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Loans may be obtained from approved lending agencies, through eligible finan- 
cial institutions, or direct from the Corporation through the Agricultural Sta- 
bilization and Conservation county committees. Loans will be made on a note- 
and-chattel mortgage basis for farm-stored barley and on a note-and-loan agree- 
ment basis secured by warehouse receipts for warehouse-stored barley. 
Purchase agreements are offered to producers from about May 15, 1957, through 
January 31, 1958. <A producer desiring to deliver barley to the Corporation 
under a purchase agreement must declare his intention to sell within a 30-day 
period ending on the applicable loan maturity date. The producer will not be 
obligated to sell any specified quantity ; however, the number of bushels specified 
in’ the purchase agreement is the maximum quantity that may be delivered. 
Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof; titles III and IV of the 
Agricultural Act of 1949, as amended (7 U. 8S. C. 1447-1449, 1421-1481) ; and 
titles I, II, and III of the Agricultural Act of 1956 (7 U. 8. C. 1813, 1860, 1442d). 


Basis of estimate 


Assuming (1) a 1958 crop harvested acreage of 13.2 million acres—almost 1.8 
million acres less than that harvested in the 1957 crop-year primarily as a result 
of the base acreages established for each farm participating in the 1958 
soil-bank acreage reserve program for the basic commodities (which restricts 
the planting of other crops on acreage placed under that program), and (2) a 
yield per acre of 29 bushels (the same as the actual yield for the 1956 crop), a 
production of 383 million bushels is estimated for the 1958 crop—47.7 million 
bushels less than is currently indicated for the 1957 crop. 

Should price support extended on the 1958 crop equal 25 percent of the pro- 
duction—the average percentage of the production of the 1954 through 1956 crops 
actually placed under support—it is estimated that price support will be ob- 
tained on 95.7 million bushels during the fiscal year 1959 compared with 120 
million bushels anticipated for the fiscal year 1958 and actual price support 
extended in the fiscal year 1957 on 78.6 million bushels. 

Acquisitions during the fiscal year 1959 are estimated at 80.7 million bushels 
compared with 104 million bushels anticipated during the fiscal year 1958 and 
actual acquisitions in the fiscal year 1957 of 61.3 million bushels. Sales activity 
during the fiscal year 1959 is estimated to total 69 million bushels compared with 
66.3 million bushels anticipated for fiscal year 1958 and actual sales during the 
fiscal year 1957 of 51.6 million bushels. 


BEANS, DRY, EDIBLE 


Summary of latest operations 


Objective—To support 1957 crop dry edible beans at a level intended to en- 
courage movement of bean stocks into domestic and export channels and at the 
same time discourage overplanting. 

Eligibility.—Eligible commodity is dry edible beans of the classes: Pea and 
medium white, Great Northern, small white, flat small white, pink, small red, 
Pinto, Red Kidney, large lima and baby lima, produced in the United States in 
1957, grading No. 2 or better and containing not fn excess of 18 percent moisture. 
Beans produced on federally owned land in violation of restrictive leases, or on 
newly irrigated, drained, or reclaimed land within any Federal project author- 
ized after May 28, 1956, shall not be eligible. Eligible participants are producers 
or cooperative marketing associations of producers which meet requirements of 
eligibility established by the President or Executive Vice President, CCC. 

Operations.—Nonrecourse warehouse stored and farm stored loans are avail 
able from harvest (about August 15, 1957) through January 31, 1958, and will 
mature on February 28, 1958, in the case of beans stored in the States of Michi 
gan, Pennsylvania, and New York; and on April 30, 1958, in all other States. The 
support prices reflect an average of $6.31 per 100 pounds or 68 percent of th 
January 15, 1957, parity for all dry edible beans. 

Loans are made on a note-and-chattel mortgage basis on farm stored beans 
and on a note-and-loan agreement basis for warehouse stored beans. Farm-stor 
age loans will not be available in areas where beans cannot be safely stored on a 
farm. Loans may be obtained from approved lending agencies, through eligible 
financial institutions, or direct from the Corporation through the agricultural 
stabilization and conservation county committees. 
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Purchase agreements are offered from harvest through January 31, 1958. A 
producer who elects to deliver beans to the Corporation under a purchase agree- 
ment must declare his intention to sell within a 30-day period ending on the appli- 
cable maturity date. The producer is not obligated to sell any specified quan- 
tity ; however, the quantity specified in the purchase agreement is the maximum 
quantity that may be delivered. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140) particularly section 714¢ thereof; titles III and IV of the Agri- 
cultural Act of 1949, as amended. (7 U.S. C. 1447-1449, 1421-14381): and titles 
I and II of the Agricultural Act of 1956 (7 U. S. C. 1813, 1860). 


Basis of estimate 

Assuming (1) a 1958-crop harvested acreage of 1,450,000 acres—35,000 acres 
more than that harvested in the 1957 crop, and (2) a yield per acre of 12.2 hun- 
dredweight (the same as the actual yield for the 1956 crop), a production of 17.7 
hundredweight is estimated for the 1958 crop—1.9 hundredweight more than is 
currently indicated for the 1957 crop. 

Should price support extended on the 1958 crop equal 24.1 percent of the 
production—the average percentage of the production of the 1954 through 1956 
crops actually placed under support—it is estimated that price support will be 
obtained on 4.3 million hundredweight during the fiscal year 1959 compared with 
2.3 million hundredweight anticipated for the fiscal year 1958 and actual price 
support extended in the fiscal year 1957 on 4.7 million hundredweight. 

Acquisitions during the fiscal year 1959 are estimated at 2.8 million hundred- 
weight compared with slightly less than a million hundredweight anticipated for 
the fiscal year 1958 and actual acquisitions during the fiscal year 1957 of 2.9 
million hundredweight. Sales during the fiscal year 1959 are estimated at 1.3 
million hundredweight compared with 1.1 million hundredweight anticipated for 
the fiscal year 1958 and actual sales in the fiscal year 1957 of 2.8 million 
hundredweight. 

COTTONSEED 
Summary of latest operations 

Objective—To support the price of 1957 crop cottonseed to eligible producers 
at such level as to cause competition on equal terms on the market with soybeans. 

Eligibility.—Eligible commodity is cottonseed containing not more than 11 
percent moisture produced in the United States in 1957 by an eligible producer. 
Moisture content is not applicable to purchases, 

Eligible participants are: 

(1) Producers of 1957 crop cottonseed as individuals, partnerships, corpora- 
tions, associations or other legal entity. 

(2) Participating ginners (those filing notice with county committee of inten- 
tion to participate in program). 

Operations.—Loans: Farm-storage nonrecourse loans will be made through 
January 31, 1958, maturing March 1, 1958, or earlier on demand, at $46 per ton 
for basis grade (100), about 65 percent of January 15, 1957, parity. Loans may 
be obtained direct from CCC through agricultural stabilization and conservation 
county committees and through approved lending agencies. Loans will be on 
note-and-chattel mortgage basis for cottonseed stored in approved structures 
(on or off farm) provided no warehouse receipts are outstanding. 

Purchases : CCC will issue an open offer to purchase cottonseed from producers 
and participating ginners through February 28, 1958. The purchase rate to 
ginners will be $46 per ton for basis grade (100) cottonseed, f. o. b. gin, and to 
producers $42 per ton. Ginners must agree to pay eligible producers not less than 
the support price. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 U. 8S. 
C. 714-7140), particularly section 714¢c thereof; titles ITI and IV of the Agri- 
eultural Act of 1949 (7 U. S. C. 1447-1449, 1421-1431); and title VI of the 
Agricultural Act of 1956 (7 U. 8S. C. 1482). 

Basis of estimate 

The production of cottonseed during the 1958 marketing year is estimated at 
4,786,000 tons compared with 4,852,000 tons currently estimated for the 1957 
marketing year and an actual production of 5,423,000 tons during 1956. These 
estimates are in line with the national cotton acreage allotments and include 
the probable effects of the soil bank program. In order to cause cottonseed and 
soybeans to compete on an equal basis on the market in accordance with existing 
legislation, the support level for cottonseed was fixed at 65 percent of the effec- 
tive parity for the 1957 marketing year compared with 70 percent for soybeans. 
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It is expected the same relationship in support rates will be in effect for the 
1958 marketing year. 

It is assumed that prices for cottonseed during the 1957 and 1958 marketing 
years will generally remain above the price-support level and that only a nom- 
inal amount of cottonseed will be placed under loan. It is also expected that all 
cottonseed will be redeemed within the same fiscal year so that no inventory 
will be acquired. 

FLAXSEED 
Summary of latest operations 

Objective —To support the price of 1957-crop flaxseed at 65 percent of January 
15, 1957, parity. 

Bligibility—Eligible flaxseed is that produced in 1957 and grading No. 2 or 
better. Eligible participants are producers of 1957-crop flaxseed. 

Operations.—Nonrecourse loans are available from about April 1, 1957, through 
October 31, 1957, in Arizona and California and through January 31, 1958, in 
all other States. The national average support price for flaxseed grading No. 1 
will be $2.92 per bushel, which is 65 percent of the parity price of all flaxseed 
as of January 15, 1957. Loans will mature on January 31, 1958, or earlier on 
demand in Arizona and California and on March 31, 1958, in all other States. 
Loans may be obtained from approved lending agencies, through eligible financial 
institutions, or direct from the corporation through the agricultural stabiliza- 
tion and conservation county committees. Loans will be made on a note-and- 
chattel mortgage basis for flaxseed stored on the farm and on a note-and-loan 
agreement basis when stored in an approved public warehouse. 

Purchase agreements are available on eligible flaxseed for the same periods 
and areas as are loans. A producer electing to deliver flaxseed to the Corpora- 
tion must declare his intention in this regard within a 30-day period ending 
January 31, 1958, in Arizona and California and ending March 31, 1958, in all 
other States, or on such earlier dates as may be prescribed by the Corporation. 
The producer is not obligated to sell any specific quantity; however, the num- 
ber of bushels specified in the purchase agreement is the maximum quantity 
that may be delivered. 

Direct purchases are authorized from harvest through July 31, 1957, in desig- 
nated Texas counties where flaxseed produced contains excess moisture and can- 
not be stored without deterioration. 

Authority Commodity Credit Corporation Charter Act, as amended (15 U. 8S. 
C. 714-7140), particularly section 714e thereof; and titles III and IV of the 
Agricultural Act of 1949 (7 U.S. C. 1447-1449, 1421-1431). 

Basis of estimate 

Assuming (1) a 1958-crop harvested acreage of 5 million acres—335,000 acres 
less than that harvested in the 1957 crop vear and (2) a yield per acre of &8 
bushels (the same as the actual yield for the 1956 crop), a production of 44 
million bushels is estimated for the 1958 crop—16.9 million bushels more than 
is currently indicated for the 1957 crop which suffered sever losses from disease 
and heat damage in the Dakotas and Minnesota, the major flaxseed-producing 
States. 

Should price support extended on the 1958 crop equal 27.3 percent of the pro- 
duction—the average percent of the production of the 1954 through 1956 
crops actually placed under support—it is estimated that price support will 
be obtained during the fiscal year 1959 on 12 million bushels compared with only 
550,000 bushels anticipated for the fiscal year 1958 due to the short 1957 crop 
and actual price support extended in the fiscal year 1957 on 17.5 million bushels. 

Acquisitions during the fiscal year 1959 are estimated at 10.5 million bushels 
compared with 658,000 bushels anticipated during the fiscal year 1958 
and actual acquisitions in the fiscal year 1957 of 16.2 million bushels. Sales, 
primarily for export, are estimated to total 2.5 million bushels during the fiscal 
year 1959 compared with 14.1 million (mostly from the 1956 crop) anticipated 
for the fiscal year 1958 and actual sales of 2.7 million bushels in the fiscal 
year 1957. 

NAVAL STORES 
Summary of latest operations 

Objective—To help maintain adequate supplies and facilitate the orderly 
distribution of gum naval stores produced in the United States by supporting 
the level of prices to producers. 
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Eligibility.—Eligible naval stores include (1) processed turpentine meeting 
prescribed specifications and stored in approved bulk tanks, (2) processed rosin, 
federally graded X through K, packed in specified metal drums and placed in 
approved storage, and (3) the turpentine and rosin content of crude gum stored 
at processing plants adequately equipped with crude gum storage facilities. Pro- 
ducers may pledge the turpentine and rosin content of stored crude gum, the 
warehouseman being obligated to process the gum within specified time limits 
and deliver processed turpentine and rosin equal to or better than the grades 
and weights on which the loan is based. 

Eligible borrowers are producers who are members of the American Turpen- 
tine Farmers’ Association Cooperative of Valdosta, Ga., CCC’s borrower, and 
who cooperate in the Department’s 1957 gum naval stores conservation program 
or otherwise follow good forestry conservation practices as determined by the 
association on the basis of standards established by State and Federal forestry 
services. 

Operations.—Loans are governed by an agreement between CCC and the pro- 
ducer association borrower representing about 95 percent of domestic gum pro- 
duction. Loans were available to eligible producers throughout the producing 
area during, and on production harvested in, the calendar year 1957 and mature 
July 1, 1958, or earlier on demand. The support rate per standard barrel of 
gum, processed basis (435 pounds net) is $28.29, which reflects 90 percent of 
the crude gum parity price, unprocessed basis, as of February 15, 1957. Initial 
loan rates are 51 cents per bulk gallon of turpentine and $7.67 per hundred- 
weight of gum rosin, basis grade WG with a premium of 10 cents for grades 
X and WW, and a discount of 30 cents for grades N, M, and K. Producers are 
required to execute an agreement with the association containing the terms and 
conditions upon which the loan is made. The association enters into agree- 
ments with warehousemen and assigns such agreements to CCC. Payment of 
the loan proceeds to the producer is effected by the warehouseman (acting as 
agent of the association) making request therefor upon CCC through the asso- 
ciation. Such payments are made by check directly to producers or their de- 
signees by the Atlanta Federal Reserve Bank. 

Authority Commodity Credit Corporation Charter Act (15 U. 8S. C. 714) 
and the Agricultural Act of 1949 (7 U. S. C. 1447; 1421). 


Basis of estimate 


Rosin.—Production of all types of rosin during the crop year 1958 is esti- 
mated at 1,925,000 drums compared with 1,945,000 drums indicated for the 1957 
crop year and 1,994,000 drums produced in the crop year 1956. With carry-in 
stocks of 700,000 drums and insignificant imports of Mexican gum rosin, a 
total supply of 2,626,000 drums will be available during the 1958 crop year—a 
reduction of 10,000 drums below the previous crop year and 101,000 drums 
below the 1956 crop year. The downward trend in supplies reflects steady 
liquidation of CCC stocks and a continuing reduction in output of gum and 
steam distilled wood rosin which is expected to more than offset increased 
tall oil rosin output. Domestic disappearance during the crop year 1958 is 
estimated at 1,425,000 drums compared with 1,376,000 drums indicated for the 
1957 crop and 1,433,000 for the 1956 crop. 

Since rosin prices are estimated to average somewhat above the loan rates 
in the 1958 and 1957 crop years, producers are expected to use this program 
as a medium for carrying their output from the flush to the slack production 
season in the hope of realizing returns for their crude pine gum. It is esti- 
mated that loans will be made on 200,000 drums in the crop year 1958 compared 
with 65,000 drums pledged from the 1957 crop and only 117 drums from the 
1956 crop. Stocks of CCC-owned rosin by June 30, 1959 should be at their 
lowest point since June 30, 1951. 

Turpentine.—Production of all types of turpentine is estimated at 31% mil- 
lion gallons for the 1958 crop compared with 3114 million gallons for the 1957 
erop and 3214 million gallons for the 1956 crop. With carry-in stocks of 8 
million gallons and Mexican imports of 950,000 gallons, it is estimated that a 
total supply of 40.2 million gallons will be available in the crop year 1958—the 
same as is indicated for the 1957 crop. Domestic disappearance for the 1958 
crop is expected to increase over the previous year but will not quite reach the 
level of the 1956 crop year. 

Since turpentine prices are estimated to average above the loan rate in the 
1958 and 1957 crop years, producers are expected to use the program as a 
medium for carrying their output from the high to the low production months. 
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It is estimated that loans will be made on 1 million gallons in the crop year 1958 
compared with 400,000 in the crop year 1957 and none in the crop year 1956. 
All loans are expected to be redeemed. It is anticipated that all stocks of CCC- 
owned turpentine will be exhausted by June 30, 1959. 


OATS 
Summary of latest operations 

Objective.—To support the price of 1957-crop oats at 70 percent of June 15, 
1957 parity, as required by law. 

Eligibility.—Eligible commodity is 1957-crop oats produced in continental 
United States grading No. 3 or better, or No. 3 Garlicky or better. Oats produced 
on federally owned land in violation of restrictive leases, or on newly irrigated, 
drained, or reclaimed land within any Federal project authorized after May 
28, 1956, shall not be eligible. Eligible participants are producers of 1957-crop 
oats, who are in compliance with any regulations prescribed by the Secretary 
governing eligibility for price support. 

Operations.—Nonrecourse loans are available from about May 15, 1957, through 
January 31, 1958, and will mature on April 30, 1958 (except that an earlier 
maturity date may be established for any State by the President or Executive 
Vice President, CCC) or earlier on demand. The national average support 
price is 61 cents per bushel, reflecting 70 percent of June 15, 1957 parity price 
for all oats. Loans may be obtained from approved lending agencies, through 
eligible financial institutions, or direct from the Corporation through the agricul- 
tural stabilization and conservation county committees. Loans will be made ona 
not-and-chattel mortgage basis for farm-stored oats and on a note-and-loan 
agreement basis for warehouse-stored oats secured by warehouse receipts. 

Purchase agreements are offered to producers from harvest through January 
31, 1958. A producer who elects to deliver oats to the Corporation under a 
purchase agreement must declare his intention to sel] within a 30-day period 
ending on the applicable loan maturity date. The producer is not obligated to 
sell any specified quantity; however, the number of bushels specified in the 
purchase agreement is the maximum quantity that may be delivered. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof; titles III and IV of the 
Agricultural Act of 1949, as amended (7 U. S. C. 1447-1449, 1421-1431) ; and 
titles I, II, and III of the Agricultural Act of 1956 (7 U. 8S. C. 1813, 1860, 
1442d). 


Basis of estimate 





Assuming (1) a 1958-crop harvested acreage of 36 million acres—about the 
same as that harvested in the 1957 crop year—and (2) a yield per acre of 38.3 
bushels (the same as the actual yield for the 1955 crop), a production of 1,379 
million bushels is estimated for the 1958 crop—41 million bushels more than is 
currently indicated for the 1957 crop. 

Should price support extended on the 1958 crop equal 4.4 percent of the 
production—the average percentage of the production of the 1954 through 1956 
crops actually placed under support—it is estimated that price support will be 
obtained on 60.6 million bushels in the fiscal year 1959 compared with 55.1 
million bushels anticipated for the fiscal yeat 1958 and actual price support 
extended in the fiscal year 1957 on 36.8 million bushels. 

Acquisitions during the fiscal year 1959 are estimated at 41.6 million bushels 
compared with 33.0 million bushels anticipated for the fiscal year 1958 and actual 
acquisitions in the fiscal year 1957 of 20.7 million bushels. Sales activity dur- 
ing the fiscal year 1959 is estimated to total 28 million bushels compared with 
43.4 million bushels anticipated for the fiscal year 1958 and actual sales in the 
fiscal year 1957 of 40.2 million bushels. 


RYE 
Summary of latest operations 

Objective.—To support the price of 1957-crop rye at 70 percent of June 15, 
1957, parity, as required by law. 

Flinibilitu.—Fligible commodity is rye produced in continental United States 
in 1957 and grading No. 2 or better, or grading No. 8 or No. 4 on the factor of 
test weight only, containing not more than 1 percent ergot. Rye produced on 
federally owned land in violation of restrictive leases, or on newly irrigated, 
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drained, or reclaimed land within any Federal project authorized after May 28, 
1946, shall not be eligible. 

Eligible participants are producers of 1957-crop rye, who are in compliance 
with any regulations prescribed by the Secretary governing eligibility for price 
support. 

Operations.—Nonrecourse loans are available from about May 15, 1957, 
through January 31, 1958, and will mature on April 30, 1958 (except that an 
earlier maturity date may be established for any State by the President or 
Executive Vice President, CCC) or earlier on demand. The national average 
support price will be $1.18 per bushel which is 70 percent of June 15, 1957, 
parity price for all rye. Loans may be obtained from approved lending agencies 
through eligible financial institutions, or direct from the Corporation through 
the agricultural stabilization and conservation county committees. Loans will 
be made on a note-and-chattel mortgage basis for farm-stored rye and on a note- 
and-loan agreement basis secured by warehouse receipts for warehouse-stored rye. 

Purchase agreements are offered to producers from harvest through January 
31,1958. A producer desiring to deliver rye to the Corporation under a purchase 
agreement must declare his intention to sell within a 30-day period ending on 


the applicable lean maturity date. The producer is not obligated to sell any 
specified quantity; however, the number of bushels specified in the purchase 
agreement is the maximum quantity that may be delivered. 


Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. 8. C. 714-7140), particularly section 714c thereof; titles III and IV of the 
Agricultural Act of 1949, as amended (7 U. S. C. 1447-1449, 1421-1431); and 
titles I, II, and III of the Agricultural Act of 1956 (7 U. S. C. 1813, 1860, 1442d). 
Basis of estimate 

Assuming (1) a 1958 crop harvested acreage of 1,650,000 acres—71,000 acres 
less than that harvested in the 1957 crop year and (2) a yield per acre of 15.4 
bushels (the same as is currently indicated for the 1957 crop), a production of 
25.4 million bushels is estimated for the 1958 crop—1 million bushels less than is 
currently indicated for the 1957 crop. 

Should price support extended on the 1958 crop equal 28.9 percent of the pro- 
duction—the average percentage of the production of the 1954 through 1956 
crops actually placed under support—it is estimated that price support will be 
obtained on 7.3 million bushels during the fiscal year 1959 compared with 7.1 
million bushels anticipated for the fiscal year 1958 and actual price support 
extended in the fiscal year 1957 on 3.2 million bushels. 

Acquisitions during the fiscal year 1959 are estimated at 6.7 million bushels 
compared with 6.4 million bushels anticipated for the fiscal year 1958 and actual 
acquisitions in the fiscal year 1957 of 3.7 million bushels. Sales activity during 
the fiscal year 1959 is estimated to total 6.5 million bushels compared with 5.2 
million bushels anticipated for the fiscal year 1958 and actual sales in the fiscal 
year 1957 of 10.8 million bushels. 


SORGHUMS GRAIN 
Summary of.latest operations 

Objective—To support the price of 1957 crop grain sorghums at 70 percent of 
September 15, 1957, parity, as required by law. 

Eligibility Eligible commodity is grain sorghums produced in continental 
United States in 1957, grading No. 4 or better, or No. 4 smutty or discolored or 
better, and containing not more than 13 percent moisture. Grain sorghums pro- 
duced on federally owned land in violation of restrictive leases, or on newly 
irrigated, drained, or reclaimed land within any Federal project authorized after 
May 28, 1956, shall not be eligible. Eligible patricipants are producers of 1957 
crop grain sorghums, who are in compliance with any regulation prescribed by 
the Secretary governing eligibility for price support. 

Operations.—Nonrecourse loans are available from April 1, 1957, through 
February 28, 1958, and will mature March 31 (except that an earlier maturity 
date may be established in any State by the President or Executive Vice Presi- 
dent, CCC). or earlier on demand. The national average support price is $1.86 
per hundredweight, which is 70 percent of September 15, 1957, parity price for 
all grain sorghums. Temporary recourse loans are available at 80 percent of 
regular county loan rates for a 90-day period in designated areas where adequate 
storage is not immediate available. Loans may be obtained from approved lend- 
ing agencies, through eligible financial institutions, or direct from the Corpora- 
tion through the agricultural stabilization and conservation county committees, 
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Farm-storage loans will be secured. by notes and chattel mortgages and ware- 
house-storage loans will be secured by notes and loan agreements secured by 
warehouse receipts. 

Purchase agreements are offered to producers from April 1, 1957, through 
February 28, 1958. A producer desiring to deliver grain sorghums to the Cor- 
poration under a purchase agreement must declare his intention to sell within a 
30-day period ending March 31, 1958. The producer is not obligated to sell any 
specified qauntity ; however, the amount specified in the purchase agreement is 
the maximum quantity that may be delivered. 

AuthorityCommodity Credit Corporation Charter Act, as amended (15 
U. 8. C. 714-7140), particularly section 714c thereof; titles III and IV of the 
Agriculturat Act of 1949, as amended (7 U. 8S. C. 1447-1449, 1421-1481): and 
titles I, II, and III of the Agricultural Act of 1956 (7 U. S. GC. 1813, 1860, 1442d). 
Basis of estimate 


Special consideration has been given to the estimates of production and price 
support to be extended on the 1958 crop because of more recent trends with 
respect to acreage being devoted to these crops and the resultant effect of in- 
creased production upon quantities to be placed under support. Assuming (1) 
a 1958-crop harvested acreage of 15 million acres—3 million acres less than 
that harvested in the 1957 crop year primarily as a result of the base acreages 
established for each farm participating in the 1958 soil bank acreage reserve 
program for the basic commodities (which restricts the planting of other crops 
on acreage placed under that program), and (2) a yield per acre of 23.3 bushels, 
a production of 350 million bushels is estimated for the 1958 crop—176.5 
million bushels less than is currently indicated for the 1957 crop. 

It is estimated that price support will be extended on 208 million bushels 
during the fiscal year 1959 compared with 276 million bushels anticipated for 
the fiscal year 1958 and actual price support extended in fiscal year 1957 on 39.1 
million bushels. 

Acquisitions during the fiscal year 1959 are estimated at 205 million bushels 
compared with 240 million bushels anticipated for the fiscal year 1958 and actual 
acquisitions in the fiscal year 1957 of 32.5 million bushels. Sales activity during 
the fiscal year 1959 is estimated to total 150 million bushels compared with 67.9 
million bushels anticipated for the fiscal year 1958 and actual sales in the fiscal 
year 1957 of 39.5 million bushels. 

SOYBEANS 
Summary of latest operations 

Objective.—To support the price of 1957-crop soybeans at such level as to cause 
competition on equal terms on the market with cottonseed. 

Rligibility—Eligible commodity is soybeans produced in continental United 
States having moisture content not in excess of 14 percent, grading No. 4 or better 
on all other factors, and meeting in a manner determined by the President or 
Executive Vice President, CCC, sanitation requirement of the Food and Drug 
Administration in effect at time loan is made or delivery made to CCC under 
purchase agreement. Soybeans produced on federally owned land in violation 
of restrictive leases, or on newly irrigated, drained, or reclaimed land within 
any Federal project authorized after May 28, 1956, shall not be eligible. Eligible 
participants are producers of 1957-crop soybeans. 

Operations.—Nonrecourse loans are available from harvest (about August 15 
1957) through January 31, 1958, maturing May 31, 1958 (except that an earlier 
maturity date may be established in any State by the President or Executive 
Vice President, CCC), or earlier on demand. The national average support price 
is $2.09 per bushel, 70 percent of January 15, 1957, parity. Loans may be obtained 
from approved lending agencies, through eligible financial institutions, or direct 
from the Corporation through the agricultural stabilization and conservation 
county committees. Loans are made on a note-and-chattel mortgage basis for 
soybeans stored in approve farm-storage structures and on a note-and-loan 
agreement basis secured by warehouse receipts when places of storage is an 
approved public warehouse. 

Purchase agreements are available to producers from harvest through January 
31, 1958. A producer desiring to deliver soybeans to the Corporation under a 
purchase agreement must so declare his intentions within a 30-day period ending 
May 31, 1958, or on such earlier date as may be determined by the Corporation. 
A producer is not obligated to deliver any specified quantity of soybeans to CCC; 
however, the number of bushels specified in the purchase agreement is the 
maximum quantity which may be delivered. 











1790 


Authority.—Commodity Credit Corporation Charter Act, as amended (15 U. 8. 
C. 714-7140), particularly section 714¢ thereof; titles III and IV of the Agri- 
cultural Act of 1949, as amended (7 U. S. OC. 1447-1449, 1421-1431) ; and titles I, 


Il, and VI of the Agricultural Act of 1956 (7 U. S. C. 1813, 1860, and 1432). 
Basis of estimate 


Special consideration has been given to the estimates of production and price 
support to be extended on the 1958 crop because of more recent trends with re- 
spect to acreage being devoted to these crops and the resultant effect of in- 
creased production upon quantities to be placed under support. Assuming (1) 
a 1958-crop harvested acreage of 21,750,000 acres—100,000 acres more than is 
eurrently indicated for the 1957 crop, and (2) a yield per acre of 22.1 bushels, 
a production of 480 million bushels is estimated for the 1958 crop—11.4 million 
bushels more than is currently indicated for the 1957 crop. 

It is estimated that price support will be extended on 110 million bushels 
during the fiscal year 1959—the same as anticipated in the fiscal year 1958 
compared with actual price support extended in the fiscal year 1957 on 65.7 
million bushels. 

Acquisitions during the fiscal year 1959 are estimated at 60 million bushels 
compared with 55.8 million bushels anticipated for the fiscal year 1958 and 
actual acquisitions in the fiscal year 1957 of 22.4 million bushels. Sales activity 
during the fiscal year 1959 is estimated to total 42 million bushels compared 
with 26.5 million bushels anticipated for the fiscal year 1958 and actual sales 
during the fiscal year 1957 of 6.8 million bushels. 


PRICE SUPPORT PROGRAM, BARTER AND EXCHANGE 
Summary of latest operations 


Objective—To dispose of CCC-owned agricultural commodities by means of 
barter or exchanges for (1) strategic and critical materials intended for in- 
corporation into the national stockpile and for the supplemental stockpile; 
(2) nonstrategic materials required for supply programs of other Government 
agencies; (3) materials required for off-shore construction programs; and (4) 
construction of military housing. 

Eligibility —Materials designated as strategic and critical must have been so 
designated by the Office of Defense Mobilization or its predecessor, pursuant 
to section 2 of the Strategic and Critical Materials Stockpiling Act of 1946 
(Public Law 520, 79th Cong.) and must have been produced abroad, Nonstra- 
tegic materials acquired are those which other Government agencies require to 
meet supply and construction program commitments. Such agencies must have 
designated the kind, quality, schedule of delivery and other conditions involved 
in the procurement and these agencies, or their Government procurement agent, 
must have agreed to accept the materials. Strategic materials procured by the 
Commodity Credit Corporation will be those types of materials designated by 
ODM as required to meet short, long term, or supplemental stockpile objectives 
and be such that the domestic economy will not be adversely affected by the 
acquisition and such that CCC’s assets will be protected and result in savings 
in carrying charges as compared with cost of carrying surplus agricultural com- 
modities (Public Law 480, sec. 303). 

Operations.—It has been the policy of the CCC to limit consideration of barter 
offers to those materials required and/or designated by other Government agen- 
cies. Consequently, the acquisition of strategic and critical materials has been 
within ODM’s stockpile objectives both as to types and quantities. Barter 
procurement of nonstrategic materials has been effected against specific require- 
ments of such materials by other Government agencies primarily for offshore 
use. Strategic materials are transferred to (1) the national stockpile, for 
which the Corporation is reimbursed with appropriated funds, and (2) the 
supplemental stockpile, for which an appropriation is authorized for funds 
necessary to reimburse the Corporation. In the case of nonstrategic materials, 
the CCC is reimbursed for the materials procured upon deliverv to the agency 
concerned. Proceeds from the export sale of CCC-owned surplus commodities 
are used by the Department of Defense to construct military housing »broad. 
The Corporation is reimbursed from appropriations available for the navment of 
quarters allowances for military nersonnel and from allotments or rental charges 
otherwise navable to or collected from personnel oeennvirg the honsine 

In a particular barter operation, the exchange value of the transction is fixed 
in a contract between the offeror of the materials and the CCC. This exchange 
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value determines quantities to be delivered of both the materials and the agri- 
cultural commodities which must be subsequently exported by the contractor. 
Since the price for the materials is also fixed in the contract, the quantity of 
materials to be delivered is determine at this point. The contract price for 
materials is the best offer received, not to exceed the current market price, ac- 
cepted only after full consultation with materials experts of either GSA or other 
agencies. 

In the case of the agricultural commodities, however, the contractor may take 
whatever commodities are available from CCC inventories at export prices gener- 
ally applicable for such commodities at any time within the life of the contract, 
total quantities determined by the exchange value fixed in the contract. 

The barter program of the Commodity Credit Corporation operates through 
private United States firms using commercial trade channels, but barter can be 
effected with foreign governments where it is not practicable to carry out the 
barter through private trade channels. 

Authority —The Commodity Credit Corporation Charter Act, as amended, sec- 
tion 4 (h) insofar as strategic and critical materials are concerned; section 5 
(f) of this act insofar as other than strategic materials are concerned ; title III of 
the Agricultural Trade Development and Assistance Act (7 U. S. C. 1692); title 
II of the Agricultural Act of 1956 (7 U. 8S. C. 1704, 1856) ; and Public Law 161 (5 
U. 8S. C. 171 z-1). 


Basis of estimate 


In the light of changes in the overall foreign trade situation, particularly in- 
creased exports of agricultural commodities and improved dollar exchange situ- 
ation, barter operations of the Corporation were temporarily suspended during 
the fiscal year 1957 to permit a detailed review of the program to insure that 
each barter contract would result in a net increase in exports of the agricultural 
commodity involved. Upon completion of the review, certain revisions were made 
in the program provisions and barter operations were resumed. Consequently, 
barter contracts during the fiscal year 1958 are estimated to drop to a total of 
$50 million—considerably below the $227.6 million of contracts entered into 
during the fiscal year 1957. However, during the fiscal year 1959 it is estimated 
that contracts will increase to a total of $100 million. 

Deliveries to CCC of strategic and other materials during the fiscal year 
1959 under prior year and current year contracts are estimated to total $128.3 
million compared with $202.9 million anticipated for the fiscal year 1958 and 
actual deliveries during the fiscal year 1957 of $254.4 million. 

It is estimated that CCC will receive $65.5 million for materials sold to the 
national stockpile or other Government agencies during the fiscal year 1959 com- 
pared with $30.9 anticipated for the fiscal year 1958 and actual sales of $59.8 
million during the fiscal year 1957. During the fiscal year 1959 it is estimated 
that strategic materials valued at $70.2 million will be transferred to the supple- 
mental stockpile compared with $77.8 million anticipated for the fiscal year 1958 
and actual transfers during the fiscal year 1957 of $218.9 million. The Corpora- 
tion obtains reimbursement in subsequent years for materials transferred to the 
supplemental stockpile by appropriations authorized by title II of the Agricul- 
tural Act of 1956. A 1958 supplemental estimate of $218,946,145 to reimburse the 
Corporation for 1957 transfers is proposed for later transmission under the 
heading “Reimbursement to Commodity Credit Corporation for Special Com- 
modity Disposal Programs, Commodity Stabilization Service.” 

Construction of military housing.—During the fiscal year 1957 a contract was 
completed for the barter of CCC owned commodities valued at $50 million for the 
construction of military housing in France. It is anticipated that housing valued 
at $25 million will be completed during the fiscal year 1959 compared with 
$24.5 million anticipated for the fiscal year 1958 and actual construction during 
the fiscal year 1957 of $0.5 million. Proceeds from rental and quarters allow- 
ances would be paid by the Defense Department to CCC over a period of about 
20 years to reimburse the Corporation. 


Price Support PrRoGRAM, 1957 EMERGENCY FEED PROGRAM 
Summary of latest operations 


Objective—To provide feeds at reduced prices to distressed farmers and 
ranchers in designated disaster areas. 

Eligibility —Surplus feed grains (corn, grain sorghums, oats, and barley), so 
designated because of extensive CCC holdings. 
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Recipients are farmers and ranchers of declared disaster areas who meet 
eligibility standards approved by the executive vice president, CCC. 

Eligibile feed dealers are persons engaged in selling designated surplus feed 
grains or approved mixed feeds who have signed standard agreements with ASC 
county offices and who have posted performance bonds. 

Operations.—Emergency feed is available to eligible farmers and ranchers 
during fiscal year 1958 at a reduced cost of not to exceed $1.50 for each 
hundred weight. 

A farmer or rancher in a designated county who desires to participate in the 
program makes application to his local Agricultural Stabilization and Conserya- 
tion county committee. The farmer or rancher than gets from the committee a 
purchase order indicating the approved quantity of grain he is eligible to buy 
under the provisions of the program. He buys from a local feed dealer, in effect 
using his purchase order to pay part of his bill—$1.50 on each hundredweight. 
He buys from stocks the dealer has on hand, and at the prevailing local market 
prices—except that his purchase order covers part of the cost. In cases where 
dealers are unwilling or unable to participate in this program in any area, sur- 
plus stocks of CCC feed grains are made available to eligible farmers or ranchers 
at a cost comparable to that which they would otherwise pay under this authori- 
zation. Facilities of county ASC offices are used in making such distribution. 

The producer obtains the approved quantity of feed grain from his dealer in 
the form of whole grain (corn, grain sorghums, oats, or barley), or if he wishes 
he can get the same amounts of these grains as part of mixed feed. The approved 
mixed feeds are mixed feed A which must contain at least 75 percent by weight 
of designated surplus feed grain(s) or mixed feed B which must contain at 
least 60 percent by weight of designated surplus feed grain(s) either whole or 
processed. The mixed feed must be appropriately labeled by the manufacturer, 
and show the percentage of designated surplus feed grains contained therein. 

The dealer must certify delivery of the feed grain to the farmer or rancher, and 
the latter must also certify his receipt of the amount specified. With these re- 
quirements met, the dealer then receives from the local county ASC commitee a 
dealer’s certificate in terms of dollars. The value of this certificate is the number 
of hundredweights of the designated grain actually delivered to the producer (up 
to the maximum authorized by the purchase order) multiplied by the $1.50 
per hundredweight. 

The dealer can use the certificate (good for a period of 120 days from date of 
issuance) to buy designated CCC-owned surplus feed grains. He can buy either 
directly from CCC (through area commodity offices of the Commodity Stabiliza- 
tion Service or from bin sites where grain is stored locally in CCC’s own facili 
ties), or indirectly through his regular supplier. The prevailing market price at 
the time of purchase is used in determining the quantity of CCC grain to be 
delivered against the certificates. The Executive Vice President, CCC, may limit 
the sales in redemption of dealer’s certificates to specified grades of designated 
CCC—owned surplus feed grains and to specified locations of such surplus feed 
grains. 

Auth :«y—Commodity Credit Corporation Charter Act, as amended (15 
U. 8S. C. 714-7140) ; and section 407 of the Agricultural Act of 1949 (7 U.S. C. 
1427). 


Basis of estimate 

Because of the nature of the program, it is impossible to forecast the extent to 
which CCC price support stocks will be required for emergency feed assistance 
However, for budgetary purposes, it is estimated that 22 million bushels of corn, 
grain sorghums, barley, and oats valued at $39.2 million will be donated during 
the fiscal year 1959 compared with 24 million bushels valued at $39.6 million an 
ticipated for the fiscal year 1958 and actual donations in the fiscal year 1957 of 


75.0 million bushels valued at $125.6 million. 


SUPPLY AND FOREIGN PURCHASE PROGRAM 


Summary of latest operations 

Objective-—To procure agricultural commodities in the United States and 
abroad to meet the needs of United States Government agencies (principally 
those administering relief programs abroad), cash-paying foreign governments, 
international relief agencies, and domestic requirements. The production or 
stockpiling of agricultural commodities under sections 303 and 304 of the De- 
fense Production Act of 1950 is also carried out under this program. 
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Operations.—Procurement for this program is usually made during peak mar- 
keting seasons and is closely coordinated with the price support program to pro- 
vide the maximum benefit to American agriculture. Transfers to claimants are 
at prices designed to reimburse the Corporation for all costs incident to carrying 
out the program. 

Generally, purchases are made at the best price obtainable at either an an 
nounced price or on an offer-and-acceptance basis in quantities, although pur- 
chases may also be made under formal competitive bids. ; 

Purchases for any claimant, other than a Federal Government agency, require 
(1) a firm requisition or a firm contract from the claimant and (2) a deposit with 
the Treasurer, Commodity Credit Corporation, of cash or its equivalent, or other 
acceptable financial arrangements. Purchases for Federal agencies require a 
written order constituting a firm obligation. Purchases may be made in advance 
of firm commitments and prior to deposit of cash only upon specific authorization 
of the Board of Directors when it is anticipated that no risk of loss is involved. 
In addition, the Board of Directors may authorize the purchase and stockpiling 
of commodities in the interest of national security. 

The defense production activities include a program to encourage and develop 
sources of supply of castor beans within the continental United States and to 
insure a supply of castor beans, oil, and planting seed for industrial uses and 
stockpiling in connection with national defense. 

Authority —Commodity Credit Corporation Charter Act, as amended ( 
U. S. C. 714-7140), particularly section 714c¢ thereof; act of July 16, 1948 (15 
U. S. C. 713a-9); sections 303 and 304 of the Defense Production Act of 1950. 
as amended (Public Law 774 approved September 8, 1950); Public Law 96 ap- 
proved July 31, 1951; and Public Law 429 approved June 30, 1952). 


15 
15 


Basis of estimate 


Activities currently being carried on inelude procurement of commodities for 
other Government agencies and the maintenance of a small stockpile of castor 
beans under the Defense Production Act. Total acquisitions and carrying 
charges are estimated to total $0.8 million during the fiscal year 1959 primarily 
for foundation seeds and feed compared with $0.5 million in the fiscal year 1958 
for similar commodities and actual acquisitions during the fiscal year 1957 of 
$3.3 million, of which $2.8 million represented nonrecurring purchases of wheat 
flour. Sales proceeds during the fiscal year 1959 are estimated to total $0.9 
million compared with $0.7 million anticipated for the fiscal year 1958 and actual 
sales in the fiscal year 1957 of $10 million, $4.4 million representing liquidation 
of most of the stocks of American-Egyptian cotton held under the Defense Pro- 


duction Act, and nonrecurring sales of $2.9 million of wheat flour and $2.2 mi 


lion of sugar, and $0.5 million of all other commodities. A small stock of castor 
heans is being held in inventory for stockpiling purposes. 


STORAGE FACILITIES PROGRAM 


Summary of latest operations 


Objective—To provide adequate -storage facilities for CCC-owned and pro- 
duecer-owned commodities; to assist producers in financing the construction or 
purchase of suitable farm-storage facilities; to encourage the construction of 
needed commercial storage facilities; and to assist producers in financing the 
purchase of suitable mobile drying equipment to facilitate safe farm storage. 

Operations.—Bins and granaries were bought by the Corporation on an offer- 
and-acceptance basis and are located only in areas where it is determined that 
existing privately owned storage facilities are not adequate. Depreciation and 
other costs of maintaining the structures and handling and conditioning grain 
stored therein are reflected as carrying charges on the commodities stored. 

Storage use guaranties were negotiated under agreements with commercial 
firms, including cooperatives, operating under the Uniform Grain Storage Agree 
ment, who agreed to construct additional storage capacity for grains and oilseeds 
Optional plans provided for guaranties of (1) 75 percent occupancy for a pe- 
riod of 3 years, to be reduced to 40 percent for the next 2 years; (2) 60 percent 
occupancy for 5 years; and (3) 50 percent occupancy for 6 years. The Cor- 
poration fulfills the guaranty, either by actual storage of CCC-owned commodi 
ties, or by making a payment. CCC has the option to require warehousemen 
to reserve space for storage up to the maximum amount of the occupancy guar- 
anty level. The annual rate per bushel for unused space under the guaranty is 
75 percent of the applicable annual area rate under the Uniform Grain Storage 
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Agreement for wheat for the year the occupancy did not reach guaranty level. 
Applications for new storage agreements were accepted until April 30, 1955, for 
storage capacity which was to be ready for occupancy by June 1, 1955. 

Recourse loans are made to producers, either through approved lending agen- 
cies or by the Corporation, for financing the construction or purchase of suit- 
able farm-storage facilities. Loans are for a maximum period of 4 years, pay- 
able in equal annual principal payments, with interest at the rate of 4 percent 
on the unpaid balance. The maximum amount to be loaned on any new farm- 
storage facility is 45 cents per bushel of capacity ($30 per ton of cottonseed 
capacity), provided that such maximum amount does not exceed 80 percent of 
the cost incurred. Loans are secured by chattel mortgage on the storage facility, 
real-estate mortgage, deed of trust or other security instrument depending upon 
the tyne of structure and the amount of the loan. Any past-due payable or pre- 
payable installment may be deducted and paid out of any amounts due to the 
borrower on any program carried out by the Department of Agriculture. 

Recourse loans are made to producers, either through lending agencies or by 
the Corporation, for financing the purchase of mobile drying equipment. Loans 
are for a maximum period of 3 years, payable in equal annual principal payments 
beginning on the first anniversary date of disbursement of the loan, with interest 
at the rate of 4 percent per annum on the unpaid balance. The maximum 
amount to be loaned on mobile drying equipment is 75 percent of the delivered 
cost. Loans are secured by chattel mortgages. The Corporation may prepay, 
or require the borrower to prepay, the amount of any annual installment out 
of the proceeds from any price-supporting loan or purchase agreement due the 
borrower within 12 months preceding the date on which the installment falls 
due. Any past-due installment may be deducted and paid out of any amounts 
due the borrower on any program conducted by the Department of Agriculture. 

Authority.—Commodity Credit Corporation Charter Act, as amended (15 
U. 8. C. 714-7140), particularly sections 714b and 714c thereof. 

Basis of estimate 

Purchases of bins.—While it is difficult to foresee what the storage availability 
and requirements for the fiscal year 1957 and the remainder of fiscal vear 1958 
will be, it is estimated, for budgetary purposes, that in 1959, 100 million bushel 
storage canacity of CCC bins may be purchased for storage deficit areas. A 
similar estimate is included for the fiscal year 1958 in the event it becomes 
necessary to purchase bins to provide for large estimated deliveries to CCC of 
the 1957 crops. In the fiscal year 1957 purchases were made of bins having a 
storage canacity of about 96 million making a total capacity of CCC owned bins 
of 999 million bushels as of June 30, 1957. 

Tt is the general policy to procure emergency storage facilities for the storage 
of Commodity Credit Corporation owned grain only in those instances where 
the anticipated takeover (by CCC) of grain under price support programs will 
be greater than the quantity which can be handled by commercial facilities exist- 
ing or planned for the immediate future within the area of such anticipated take- 
over. It is necessary to establish requirements for additional storage facilities 
early enough to assure the procurement and erection of such facilities in time to 
be available for the takeover of grain. It is difficult to forecast to any degree of 
accuracy, the quantities of grain that will be delivered to CCC in any particular 
area in view of the many counties participating in the price-support program 
and the market and price situation which will exist at the time of such delivery. 
Since contracts for the purchase and erection of the bins must be executed far in 
advance of actual needs, subsequent developments in program activity and 
economic conditions could result in some of the bins proving to be in excess of 
immediate requirements. In such instances, bins could be moved to other deficit 
areas, or if not required elsewhere, could be leased to others or remain available 
for possible future use. Unused space is also maintained in each area to allow 
for turning and cleaning purposes to minimize loss of grain by spoilage and 
deterioration. 

Storage use guaranties.—Space covered by outstanding storage occupancy econ- 
tracts entered into in prior years totaled nearly 180 million bushels as of June 
80, 1957. It is estimated that such agreements will be outstanding on 170 mil- 
lion bushels at the end of the fiscal year 1958 and will decrease to 160 million 
by June 30, 1959. Payments under such agreements during the fiscal year 1959 
are estimated at $100,000 compared with $150.000 anticipated for the fiscal year 
1958 and actual payments in the fiseal year of $73,000. 

Storage facilities and equipment loans.—During the fiscal year 1959 it is esti- 
mated that loans will be made on farm storage facilities having a capacity of 





1795 


28.6 million bushels compared with 33.3 million bushels anticipated for the fiscal 
year 1958 and actual loans made in the fiscal year 1957 on 27.8 million bushels 
sapacity. Loans to finance the purchase of mobile drying equipment during 
both fiscal years 1958 and 1959 are estimated to be $.5 million—about the same 
level as actual loans made in the fiscal year 1957. 


COMMODITY ExPorT PROGRAM 


The following summaries cover the major commodity export programs which 
the Corporation anticipates will be conducted during each of the fiscal years 
1958 and 1959 and the bases for such estimates. 


AGRICULTURAL PRODUCTS 
Summary of latest operations 


Objective.—To authorize CCC to participate in projects designed to aid in the 
development of foreign markets for United States agricultural commodities and 
products thereof. 

Operations.—The Corportion will provide agricultural commodities from CCC 
stocks or will procure agricultural commodities or products thereof to be used 
for display purposes at fairs and exhiibts in foreign countries which are spon- 
sored, approved, or conducted by the Foreign Agricultural Service or the Com- 
modity Stabilization Service. The cost of each project may not exceed $25,000. 
Upon completion of exhibits, commodities may be disposed of through sales for 
United States dollars, distribution of free samples, donations to charitable insti- 
tutions in foreign countries, or if practicable, transfer back to the United States. 

Authority —Commodity Credit Corporation Charter Act, as amended (15 
U. 8. C. 714-7140), particularly section 714¢ thereof. 

Basis of estimate 


It is difficult to forecast accurately the extent to which CCC stocks will be 
used or the quantity and type of other agricultural products which may be pur- 
chased for use at foreign trade fairs and exhibits. For budgetary purposes, it 
is estimated that only nominal purchases of agricultural products for such ex- 
hibits will be made during the fiscal years 1958 and 1959. 


CoMMopITY Export ProGRAM, CoTron PRopucts Export 
Summary of latest operations 


Objective.—To institute a program designed to protect the competitive position 
of the domestic cotton industry in relation to sales of cotton products mannufac- 
tured abroad from American cotton purchased at export prices. 

Eligibility.—Cotton products manufactured from American upland cotton ex- 
ported on and after August 1, 1956, in fulfillment of export sales contracts entered 
into on or after May 21, 1956. 

Operations.—Equalization payments, based on the raw cotton content in the 
products exported, are made to United States exporters on cotton products of up- 
land cotton grown and wholly processed in the United States and which have not 
been previously exported and returned to the United States. For each calendar 
month the base equalization payment rate will be determined and announced 
by CCC prior to the beginning of such month. It will be based on the difference, 
as determined by CCC, between the average price for Middling 1 unit cotton in the 
14 designated spot markets, converted to average location basis, and the average 
price at which CCC sells its cotton, basis Middling 1 inch at averave location, 
under the cotton export program for that part of the month preceding the an- 
nouncement of such rate. The rate shall be the same as the preceding month if 
the change is 0.10 cent or less. Percentages of the base equalization payment 
rate, reflecting anproximate processing loss in converting raw cotton into prod- 
ucts, will be applicable for each specified class of cotton products. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U.S. C. 714-7140), particularly section 714c thereof. 

Basis of estimate 


It is estimated that equalization payments of $17.5 million will be made on 
cotton products representing the equivalent of 525,000 bales of raw cotton during 
each of the fiscal years 1958 and 1959 compared with payments of $14.2 million 
which were made on about 400,000 bales in the fiscal year 1957. There are 13 
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classes of cotton products and the payment rates for each class is a different per- 
centage of the base equalization rate; therefore the payments can be better esti- 
mated on the basis of the raw cotton content of the total of the cotton products 
which may be exported. 


CoMMopbITy Export PROGRAM, WHEAT Export 


Summary of latest operations 

Objective—To encourage the movement of wheat into export from free market 
stocks. 

Operations Commodity Credit Corporation offers direct assistance to com- 
mercial exporters of wheat and wheat flour based on the difference between the 
domestic sales price and world export price by issuing wheat payment certificates 
redeemable only in CCC-owned wheat to wheat exporters and by making cash pay- 
ments to wheat flour exporters. Exporters will not be eligible for International 
Wheat Agreement payments. Wheat exported, however, will be eligible for 
application to any country’s guaranteed purchases under the International Wheat 
Agreement, and for transactions under title I, Public Law 480. Availability of 
CCC-owned wheat to the grain trade for export is limited to barters and ex- 
changes, sales of wheat of light test-weight, off grade, or the like category, sales 
to relieve port congestion, and sales requiring CCC credit arrangements or other 
terms and conditions which the commercial trade cannot meet. 

Authority.—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714e thereof ; and section 407 of the Agri 
eultural Act of 1949 (7 U. S. C. 1427). 


Basis of estimate 


Exports of CCC-owned wheat.—lIt is estimated that sales of 16 million bushels 
of CCC-owned wheat will be made during the fiscal year 1959 outside the Inter- 
national Wheat Agreement at a net cost of $1.2 million compared with similar 
sales of 3 million bushels with a net cost of $2.1 million anticipated during the 
fiscal year 1958 and actual sales during the fiscal year 1957 of 94.2 million bushels 
with net costs of $65.8 million. The large decrease from 1957 results from the 
anticipated reduction in the barter activity covering exchange of CCC-owned 
wheat for strategic and critical materials. 

Equalization payments.—Wheat payment certificates amounting to $56 million 
are estimated to be issued in both the fiscal years 1958 and 1959 compared with 
actual certificates issued in the fiscal year 1957 amounting to $51.9 million. Such 
certificates are redeemable in wheat from CCC stocks. 

Wheat four payments.—Cash payments on exports of wheat flour are estimated 
at $20.9 million in each of the fiscal years 1958 and 1959 compared with actual 
payments of $15.5 million made in the fiscal year 1957. 


Com™mopity Export Program, WHEAT AND WHEAT FLOUR EXXxporTs PURSUANT TO 
INTERNATIONAL WHEAT AGREEMENT 


Summary of latest operations 


Objective—To encourage exportation of wheat and wheat flour to participat- 
ing importing countries and at the same time exercise the rights, obtain the bene- 
fits, and fulfill the obligations of the United States under the International Wheat 
Agreement. 

Pligibility Importing countries that have approved the International Wheat 
Agreement are eligible to purchase wheat and wheat flour equivalent produced 
in the United States at specified prices. The wheat and wheat flour may be 
sold by the CCC or by commercial exporters, 

Operations.—The Corporation is authorized to make payments to commercial 
exporters of domestic wheat and wheat flour processed therefrom in the United 
States pursuant to sales to participating countries which the Commodity Credit 
Corporation determines are eligible for entering in the records of the Wheat 
Council as sales against the United States export quota. 

The payments are made on the basis of published announcements of the rate 
for the date or period of sale. Rates are determined on the basis of the relation- 
ship between current domestic market prices and current prices equivalent to the 
International Wheat Agreement basic maximum price of $2 per bushel for No. 1 
Manitoba Northern wheat in bulk at Fort William and Port Arthur. Payments 
to exporters who export wheat are in the form of CCC-owned wheat. Cash pay- 
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ments will be made for flour. Since the exact cost of operations under the Agree- 
ment cannot be determined until the end of any fiscal year, the International 
Wheat Agreement Act of 1949, as amended, authorizes the Corporation to use its 
general borrowing authority to pay current obligations and then request the 
Congress to provide funds to reimburse the Corporation for any losses incurred 
under this program. Pending such reimbursement, the Corporation is authorized 
to establish the net costs of operations under the agreement as a receivable. 
Authority.—Commodity Credit Corporation Charter Act, as amended (15 U. 8. 
C. 714-7140), particularly section 714c thereof ; and section 2 of the International 
Wheat Agreement Act of 1949, as amended, (7 U. S. C. 1641). 
Basis of estimate 


The maximum and minimum prices per bushel in the current agreement are 
$2 and $1.50, respectively. The payment of 838 cents per bushel estimated for 
both the fiscal years 1958 and 1959 represents the net difference between the 
estimated domestic price and the weighted average export selling price under 
the agreement. Payments for wheat exported under the program are effected 
through the delivery of wheat from CCC stocks while payments for flour are 
made incash. It is estimated that 128 million bushels of wheat will be exported 
under the agreement during each of the fiscal years 1958 and 1959 at a net cost 
to the Corporation of $112.7 million in each year including interest and adminis- 
trative expenses compared with actual exports under the agreement during the 
fiscal year 1957 of 106.6 million bushels at a net cost of $89,996,331. A supple- 
mental appropriation for 1958 is anticipated to reimburse the Corporation for 
fiscal year 1957 costs, including interest through date of reimbursement. Ap- 
propriations to reimburse the Corporation for net costs incurred in the fiscal years 
1958 and 1959 will be included in subsequent budgets. 


CoMMopDITY Export PROGRAM, SALES FOR FOREIGN CURRENCIES 


Summary of latest operations 
Objective.— 


(a) To make available for sale to domestic exporters for foreign currencies 
surplus agricultural commodities acquired or to be acquired by the Commodity 
Credit Corporation in the administration of its price-support operations; and 

(b) Make available funds to finance the sale and exportation of surplus com- 
modities whether from private stocks or from stocks of the CCC. 

Such foreign currencies will be used to expand international trade, to enecour- 
age economic development, to purchase strategic materials, to pay United States 
obligations abroad, to promote collective strength, and to foster in other ways 
the foreign policy of the United States. Appropriations not to exceed $4 billion 
are authorized to reimburse the CCC for its unrecovered costs. 

EFligibility—Surplus agricultural commodities are defined as any agricultural 
commodity or product thereof, class, kind, type, or other specification thereof, 
produced in the United States, either privately or publicly owned, which is or 
may be reasonably expected to be in excess of domestic requirements, adequate 


carryover, and anticipated exports for dollars, as determined by the Secretary 
of Agriculture. 


Operations. 

(1) After a formal agreement has been entered into with 
ernment, the Foreign Agricultural Service will issue to that country, upon 
its application, purchase authorizations specifying the kinds, approximate 
quantities, and maximum dollar values of the commodities and the conditions 
under which purchases may be made. At the same time, FAS issues a public 
announcement containing details of the authorizations and other information 
that United States suppliers will need in making sales to the foreign importers. 
The announcement indicates whether United States suppliers will be required 
to purchase CCC stocks in order to participate. 

(2) United States suppliers and foreign importers will then negotiate sales 
and enter into contracts in which the sales price will be expressed in United 
States dollars. 

(3) Normal commercial procedures, based largely on letters of 
followed in carrying out the contracts: (a) Importers pay for commodities in 
local currency through their local banks: (Db) suppliers are paid in dollars by 
United States banks with which the foreign banks have established dollar letter 
of credit arrangements; (c) the United States banks are reimbursed by CCC 


a foreign gov- 
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and (d) the foreign currency is deposited to the account of the United States 
Government in accordance with arrangements made between the governments 
of the United States and the importing country. 

CCC will issue contract announcements containing the terms and conditions 
governing purchase by United States suppliers of commodities from CCC stocks. 
The announcement also specifies the financial arrangements which must be 
made in order to purchase the commodities from CCC stocks. 

Authority —Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140): and the Agricultural Trade Development and Assistance 
Act of 1954, title I (7 U. S. C. 1701-9), as amended by Public Law 85-128. 

Basis of estimate 

Program operations.—Based on purchase authorizations issued by the Foreign 
Agricultural Service pursuant to agreements negotiated with foreign countries 
for the sale of surplus agricultural commodities for foreign currencies, it is 
estimated that the Corporation will finance the exportation of commodities at 
a net cost of $900 million in the fiscal year 1959 compared with sales at a net 
cost of $1,250 million anticipated for the fiscal year 1958 and actual sales in the 
fiseal year 1957 at a net cost of $1,362 million. Sales from CCC-owned stocks 
are estimated to total $384.5 million during the fiscal year 1959 compared with 
$536.5 million anticipated for the fiscal year 1958 and actual sales during the 
fiscal year 1957 of $671.3 million. The remainder represents financing by the 
Commodity Credit Corporation of the sales from privately owned stocks and 
ocean freight costs. Authority for this program expires on June 380, 1958. 
Estimated costs in 1959 are pursuant to authorizations issued prior to June 
30, 1958. 

Dollars reccived for foreign currencies.—It is estimated that the Corporation 
will receive $81.7 million during the fiscal vear 1959 from other Government 
agencies for authorized reimbursable uses of the foreign currencies compared 
with $64.8 million anticipated for the fiscal year 1958 and actually received in 
the fiscal year 1957. 

Foreign currencies used for military housing.—The dollar value of foreign cur- 
rencies allocated to the Defense Department and used for construction of mili- 
tary housing abroad will be reimbursed directly to the Corporation by the Defense 
Department in subsequent years from quarters allowances and income received 
from the rental of such housing. It is estimated that the net value of currencies 
used during the fiscal year 1959 will amount to $25 million compared with $46.7 
million anticipated for the fiscal year 1958 and $14.2 million in the fiscal year 1957. 
Receipts are estimated at $400,000 in 1958 and $1,650,000 in the fiscal year 1959. 

Sales of foreign currencies in future years.—In computing the amount of the 
appropriation to reimburse the Corporation for costs incurred under the program, 
effect is given to anticipated recoveries from the sale of foreign currencies which 
will be received in future years including military housing based on Budget 
Burau allocations. Provision is also made for estimated loss on exchange rates. 
Such future recoveries, net after allowance for loss on exchange rates. Such 
future recoveries, net after allowance for loss on exchange rates, which have 
been excluded from the appropriation request are estimated at $115.7 million ap- 
plicable to the appropriation for 1957 costs compared with $58.4 million appli- 
eable to the appropriation received in the fiscal year 1958 for 1956 costs. 

Appropriation for net costs.—A 1958 supplemental appropriation of $1,290,841,- 
000 is anticipated to reimburse the Corporation for unrecovered costs through 
June 30, 1957, including (1) unreimbursed program costs, (2) interest through 
estimated date of reimbursement offset by (3) actual receipts from sales of for- 
eign currencies to other agencies, and (4) estimated receipts from sales of cur- 
rencies in future years, and (5) provision for loss on exchange rates applicable 
to foreign currencies used. Appropriations to reimburse the Corporation for 1958 
and 1959 costs will be included in subsequent budgets. 


SpecraL ACTIVITIES, LOAN TO SECRETARY OF AGRICULTURE 


Summary of latest operations 


Objective-—To provide funds for the purchase of conservation materials and 
services from January 1 to June 30 of each year in advance of the appropriations 
therefor. 

Operations.—The Corporation is required to lend to the Secretary of Agricul- 
ture, such sums, not to exceed $50 million, as are required during each fiscal year, 
to make advances pursuant to the applicable provisions of sections 8 and 12 of the 
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Soil Conservation and Domestic Allotment Act, as amended, in connection with 
programs applicable to crops harvested in the calendar year in which such fiscal 
year ends. Repayment of the loan plus interest at a rate equal to the cost of 
money to the Corporation is made as soon as practicable in the succeeding fiscal 
year from appropriated funds. 

Authority —Section 5 (g) of the Commodity Credit Corporation Charter Act 
(15 U. S. C. T14c) and section 391 (c) of the Agricultural Adjustment Act of 
1938, as amended (7 U. 8. C. 1391). 

Basis of estimate 


Based on availability of funds and the requirements under the agricultural 
conservation program, it is anticipated that $20 million will be loaned to the 
Secretary during the fiscal year 1959 for the purchase of conservation materials 
and services compared with loans of $39 million anticipated for the fiscal year 
1958 and actual loans in the fiscal year 1957 of $36.5 million. Repayments on 
prior year loans during the fiscal year 1959 are estimated at $24.8 million com- 
pared with anticipated repayments of $15.2 million in the fiscal year 1958 on 
prior-year and current loans and actual repayments in the fiscal year 1957 of 
$49.5 million of prior-year and current loans. 


SpecraL ACTIVITIES, TRANSFERS FOR ERADICATION OF DISEASES OF ANIMALS AND 
POULTRY 
Summary of latest operations 

Objective—To provide funds for eradication activities under the appropri- 
ation, “Diseases of animals and poultry” as emergency needs arise. 

Operations —Upon determination that an emergency threatens the livestock 
industry of the country, the Secretary of Agriculture is authorized to transfer 
from ‘other appropriations or funds available to the bureaus, corporations, 
or agencies of the Department, such sums deemed necessary to alleviate the 
emergency. Under this authority, transfers of CCC funds not to exceed $1,270,- 
000 for the vesicular exanthema eradication program were authorized on July 
8,1957. Transfers have been made in prior years for the eradication of foot-and- 
mouth disease in Mexico, and the Corporation has recovered the amounts trans- 
ferred plus interest through fiscal year 1956. 

Authority—Section 5 (g) of the Commodity Credit Corporation Charter Act 
(15 U. S. C. 714c), and the Department of Agriculture and Farm Credit Ad- 
ministration Appropriation Act, 1958 (Public Law 85-118). 

Basis of estimate 


Based on availability of funds and the requirements of the Agricultural Re- 
search Service under its appropriation “Diseases of animals and poultry,” it is 
estimated that $1 million will be advanced during the fiscal year 1959 for 
eradication of vesicular exanthema of swine compared with anticipated ad- 
yances of $1,225,739 in the fiscal year 1958 and actual advances in the fiscal 
year 1957 amounting to $1,350,000. A 1958 supplemental appropriation of 
$1,393,490 is anticipated to reimburse the Corporation for fiscal year 1957 ad- 
vances and interest through of reimbursement. Appropriations to reimburse 


the Corporation for 1958 and 1959 advances will be included in subsequent 
budgets. 


SPECIAL ACTIVITIES, TRANSFERS FOR ERADICATION OF BRUCELLOSIS IN CATTLE 


Summary of latest operations 

Objective——To provide funds for use in stabilizing the dairy industry and 
further suppressing and eradicating brucellosis in cattle. 

Operations.—The Secretary of Agriculture is authorized to transfer to the 
Agricultural Research Service from Corporation funds not to exceed $20 million 
in fiscal year 1958. The funds are used to accelerate the brucellosis eradica- 
tion program. A subsequent appropriation will reimburse the Corporation for 
expenditures under this item. 

{uthority.—Commodity Credit Corporation Charter Act (15 U.S. C. 714-7140) ; 
and section 204 (e) of the Agricultural Act of 1954, as amended (7 U.S. C. 397). 
Basis of estimate 


Based on availability of funds and the requirements of the Agricultural Re- 
search Service under its program “animal disease and pest control” included in 


the appropriation “Salaries and expenses,” it is estimated that $17.4 million will 
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be advanced during the fiscal year 1958 for brucellosis eradication compared with 
actual adyances during the fiscal year 1957 of $17,150,000. A 1958 supplemen- 
tal appropriation of $17,548,923 is anticipated to reimburse the Corporation for 
fiscal year 1957 advances and interest through date of reimbursement. An ap- 
propriation to reimburse the Corporation for 1958 advances will be included in 
a subsequent budget. The authority for these advances expires June 30, 1958, 
and it is not contemplated that funds of the Corporation will be used for this 
purpose in the fiscal year 1959. 


SPECIAL ACTIVITIES, TRANSFERS FoR CoTToN CLASSING AND ToBaccoO GRADING 
Summary of latest operations 

Objective-—To provide additional funds for classing cotton and grading 
tobacco without charge to producers. 

Operations.—Each year the Agricultural Marketing Service receives an ad- 
vance of nonadministrative funds of the Corporation to supplement appropriated 
funds available for grading tobacco and classing cotton without charge to pro- 
ducers. The portion of this amount which is attributed to cost of classing or 
grading commodities placed under price support is borne by the Corporation. 
The Corporation is reimbursed (with interest) by subsequent appropriations 
for the cost of such service for commodities not placed under price support. 

Authority—Department of Agriculture Appropriation Acts, 1950 and 1952 
(7 U. 8S. C. 440, 414a). 

Basis of estimate 

Based on availability of funds and requirements of the Agricultural Marketing 
Service under its “Inspection, grading and classing, and standardization” activity 
included in its appropriation “marketing research and service,” it is estimated 
that net advances during the fiscal year 1959 applicable to commodities not 
placed under price support will amount to $1.7 million compared with net ad- 
vances of $1.9 million anticipated for the fiscal year 1958 and actual net ad- 
vances in the fiscal year 1957 of $1.1 million. A 1958 supplemental appropriation 
of $1,139,982 is anticipated to reimburse the Corporation for fiscal year 1957 
advances and interest through date of reimbursement. Appropriations to reim- 
burse the Corporation for the advances in the fiscal years 1958 and 1959 will be 
included in subsequent budgets. 


SpecraAL ACTIVITIES, EMERGENCY ASSISTANCE TO FRIENDLY PEOPLES 


Summary of latest operations 

Objective—To make available surplus agricultural commodities to the Inter- 
national Cooperation Administration, to enable the President to furnish emer- 
gency assistance on behalf of the people of the United States to friendly peoples 
in meeting famine or other urgent relief requirements, as authorized by law. 

Eligibility—Surplus agricultural commodities from stocks of the Commodity 
Credit Corporation. Surplus agricultural commodities are defined as any agri- 
eultural commodity or product thereof, class, kind, type, or other specification 
thereof, produced in the United States, which is, or may be, reasonably expected 
to be in excess of domestic requirements, adequate carryover, and anticipated 
exports for dollars, as determined by the Secretary of Agriculture. 

Such surplus commodities may be transferred (1) to any nation friendly 
to the United States in order to (a) meet famine or other urgent relief require- 
ments of such nation, and (0b) assist them to be independent of trade with the 
U. 8. S. R. and with nations dominated or controlled by the U. 8S. 8. R.; (2) to 
friendly but needy populations without regard to the friendliness of their gov- 
ernment; and (3) to assist programs undertaken with friendly governments 
or through voluntary relief agencies. Transfers should not result in increased 
availability of such commodities to unfriendly nations. 

Operations.—Commodity Credit Corporation will make available from its 
price-support inventory such quantities of surplus commodities as the Director 
of International Cooperation Administration may request through such period 
as may be necessary to complete programs of assistance undertaken by ICA 
prior to July 1, 1958. 

Commodity Credit Corporation will incur costs of processing, packaging, 
handling, and transporting such commodities f. o. b. vessel in United States 
ports as requested by the Director, ICA, or to designated ports of entry abroad 
upon determination of the President, CCC. The Corporation will be reimbursed 
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from subsequent appropriations for its investment in the commodities including 
processing, packaging, transportation, and handling costs. Funds required for 
ocean freight costs on commodities delivered under this program as well as 
on donations under section 416, Agricultural Act of 1949, may be transferred 
by the Corporation to the International Cooperation Administration for such 
purpose. Appropriations for reimbursing the Corporation for this program are 
limited to $800 million. 

Authority—Commodity Credit Corporation Charter Act as amended (15 
U. S. C. 714-7140); and title II of the Agricultural Trade Development and 
Assistance Act of 1954 (7 U. 8. C. 1721-24), as amended by Public Law 85-128. 
Basis of estimate 


Based on requisitions issued by the International Cooperation Administration, 
it is estimated that during the fiscal year 1959 the Corporation will furnish from 
its stocks surplus agricultural commodities valued at $100 million (including 
ocean freight) for famine and other emergency assistance to friendly peoples, 
about the same as is anticipated for the fiscal year 1958 compared with $120.4 
million actually furnished in the fiscal year 1957. The program expires on 
June 30, 1958. Estimated costs during the fiscal year 1959 are pursuant to 
authorizations issued prior to June 30, 1958. A 1958 supplemental appropriation 
of $125,761,388 is anticipated to reimburse the Corporation for 1957 costs and 
interest through date of reimbursement. Appropriations to reimburse the Cor- 
poration for 1958 and 1959 costs will be included in subsequent budgets. 


SPECIAL ACTIVITIES, GRAIN FOR MIGRATORY WATERFOWL FEED 

Summary of latest operations 

Objective—To make available wheat, corn, or other grains to the Secretary 
of the Interior for use in feeding migratory waterfowl, thus preventing crop 
damage. 

Lligibility —Surplus grains acquired through price-support operations. 

Operations.—The Secretary of the Interior is authorized to requisition from 
the Commodity Credit Corporation grain in such quantities and subject to such 
regulations as the Secretary of the Interior determines will most effectively lure 
migratory waterfowl away from crop depredations and at the same time not 
expose such waterfowl to shooting over areas to which the waterfowl have been 
lured. No transfers of grain shall be made by the Corporation after July 3, 
1959. The Corporation shall be reimbursed by appropriation for its investment 
in the grain transferred and by the Secretary of the Interior for packaging and 
transporting costs. 

Authority —<Act of July 3, 1956 (7 U. S. C. 442-446). 
Basis of estimate 


Based on the requirements of the Interior Department, it is estimated that 
300 tons of grain valued at $27,000 will be transferred to the Fish and Wildlife 
Service for migratory waterfowl feed in each of the fiscal years 1958 and 1959 
compared with actual transfers in the fiscal year 1957 of about 50 tons valued 
at $4,609. A 1958 supplemental appropriation in this amount is anticipated to 
reimburse the Corporation for 1957 transfers. Appropriations to reimburse the 
Corporation for 1958 and 1959 transfers will be included in subsequent budgets. 


SpectaAL ActTiviries, TRANSFER OF EXTRA LoNG StTapie Corron FrRoM NATIONAL 
STOCKPILE TO CCC INVENTORIES 
Summary of latest operations 

Objective-—To dispose of extra long staple cotton from the national stock- 
pile by transfer to CCC inventories for sale. 

Operations.—Effective July 31, 1957, General Services Administration trans- 
ferred to the Commodity Credit Corporation at no cost 50,000 bales of extra 
long stable cotton for sale in accordamce with the minimum pricing provision of 
section 407 of the Agricultural Act of 1949, as amended. Proceeds, less cost 
incurred, including administrative expenses, will be covered into the Treasury 
as miscellaneous receipts. 

Authority.—Public Law 85-96 (71 Stat. 200). 


Basis of estimate 


Based on the current market situation and the disposal plans for stockpile 
cotton, it is estimated that 4,000 bales of extra long staple cotton will be sold 
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during the fiscal year 1958 and 10,000 bales in the fiscal year 1959. 
der will be sold in subsequent years. 


The remain- 
Proceeds from such sales in the fiscal year 
1958 are estimated at $1.0 million and $2.6 million in the fiscal year 1959. After 
deducting applicable charges and expenses of $181,000 in the fiscal year 1958 and 
$183,000 in the fiscal year 1959, it is estimated that net proceeds of $0.9 million 
and $2.4 million will be deposited into the Treasury as miscellaneous receipts 
during the fiscal years 1958 and 1959, respectively. 


SPECIAL ACTIVITIES, ACREAGE RESERVE AND CONSERVATION RESERVE PROGRAM 


Summary of latest operations 


Objective—To assist farmers to divert a portion of their cropland from the 
production of excessive supplies of agricultural commodities, and to carry out 
a program of soil, water, forest, and wildlife conservation. 

Operation.—The enabling act provides for two programs. 

1. Acreage reserve : The act authorized a program for 4 crop years, 1956 through 
1959. However, the 1959 budget estimates proposed discontinuance of the pro- 
gram after the 1958 crop. 

Producers are compensated for reducing their acreages of basic commodities 
through negotiable certificates redeemable either in cash or in CCC-owned grain. 
The total compensation paid producers for participating in this activity with 
respect to the 1958 crop may not exceed $500 million. 

2. Conservation reserve: This program is effective for 5 calendar years from 
1956 through 1960. Producers are compensated for removing cropland from 
production and establishing long-range conservation practices through cost- 
sharing assistance and annual payments. The 1958 Appropriation Act provided 
that payments to producers may not exceed $325 million in any calendar year. 
The 1959 budget proposes that this be increased to $450 million. 

The act authorized the financing of the programs through June 30, 1957, from 
CCC funds. The Corporation is to be reimbursed through a supplemental ap- 
propriation to be requested in fiscal year 1958. After June 30, 1957, the act 
authorizes the Secretary of Agriculture to utilize the facilities of the Corporation 
in administering the programs, provided CCC has received funds in advance to 
cover the expenditures. Funds will be advanced quarterly from soil bank ap- 
propriations to CCC. 

Authority.—Soil Bank Act (7 U. S. C. 1801-14, 1821-4 (b), 1831-31 (d), 1882 

) 


‘ > 
(a)-32 (c), 1833 (a)-33 (c), 1834 (a)-34 (b), 18385 (a)—(b), 1836, 18387). 


Basis of estimate 


Based on the requirements of the Secretary of Agriculture $564,260,963 of funds 
of the Commodity Credit Corporation were transferred to finance the soil bank 
program through June 30, 1957. It is estimated that unused amounts of $19,- 
240,883 will be returned to the Corporation during the fiscal year 1958. A 1958 
supplemental appropriation of $567,500,000 to reimburse the Corporation for 
net transfers and interest through date of reimbursement is anticipated. 


OPERATING RESULTS AND RETAINED EARNINGS 


The Corporation’s records show that operations as described in the foregoing 
resulted in a net budget expenditure of $2,543 million in 1957. It is estimated 
that such operations will result in net budget expenditures of $248 million in 
1958 and $2,285 million in 1959. The net loss for 1957, including both realized 
losses of $1,760 million and net increases in valuation allowances of $183 million, 
amounted to $1,943 million. It is estimated that net losses of $1,116 million and 
$1,686 million will be incurred in 1958 and 1959, respectively. 

Pursuant to the act of March 8, 1938, as amended (15 U. 8. C. 718a-1), an 
appraisal of the assets and liabilities of the Corporation is made each year by the 
Secretary of the Treasury to determine net worth. If the net worth is less than 
$100 million the Secretary of the Treasury restores the amount of capital impair- 
ment; if net worth is more than $100 million the Corporation pays the surplus to 
the Treasury (15 U. S. C. 713a-2). The appraisal is on the basis of realized 
losses and the amount of capital impairment determined thereby is the amount 
of realized loss incurred in the period since that covered by the last restoration. 

There was a deficit of $5,712,600,490 on the books of the Corporation as of 
June 30, 1957. This deficit is composed of $2,712,411,933 in valuation reserves 
established against the assets of the Corporation as of June 30, 1957, and unre- 
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stored realized losses for fiscal years 1956 and 1957 of $1,239,788,671 and 
$1,760,399,886, respectively. 

The realized loss for fiscal year 1956 of $1,239,788,671 was restored by the 
Department of Agriculture Appropriation Act, 1958, after June 30, 1957. The 
1959 budget proposes an appropriation to effect the restoration of the 1957 loss 
of $1,760,399,886. 

FINANCIAL CONDITION 


The Corporation’s assets, which consist principally of price support loans 
receivable and inventories, were valued at $8,705 million as of June 30, 1957, and 
are estimated at $6,903 million as of June 30, 1958, and $7,559 million as of 
June 30, 1959. The estimated increase in assets as of June 30, 1959, over June 
30, 1958, principally represents an increase of $1,202 million in accounts receiv- 
able recoverable from subsequent appropriations which will be at an unusually 
low point at the end of fiscal year 1958 as a result of the proposed supplemental 
appropriation to reimburse the Corporation. Decreases are expected in the esti- 
mated value of inventories, $359 million ; loans receivable, $57 million; and other 
accounts receivable, $126 million. Other changes are in relatively insignificant 
amounts. 

The changes in the Corporation’s assets are also reflected in its principal lia- 
bilities and investment of the United States Government. Outstanding borrow- 
ings from the Treasury are estimated to amount to $11,822 million as of June 
30, 1958, and $12,342 million as of June 30, 1959. Other liabilities of the Corpora- 
tion, principally, price support loans held by banks, amounted to $935 million as 
of June 30, 1957; it is estimated that these liabilities will amount to $570 million 
as of June 30, 1958; and $631 million as of June 30, 1959. 


ADMINISTRATIVE EXPENSES 


Administrative expenses are for the operating staff, including the services of 
employees of the Commodity Stabilization Service engaged in Commodity Credit 
Corporation activities, certain services performed by other agencies of the De- 
partment, costs of audit, and payments to the General Services Administration 
for space in the District of Columbia. 

Expenses in connection with the acquisition, operation, maintenance, improve- 
ment, or disposition (including inspection, classing and grading work performed 
on a fee basis by Federal employees or Federal- or State-licensed inspectors) 
of property which the Corporation owns or in which it has an interest have been 
treated as program rather than administrative expenses since 1951. Similarly, 
expenses of other Federal agencies whose services are utilized in the handling 
of Commodity Credit Corporation property are treated as program expenses. 
Such expenses would include the fleet storage operations of the Maritime Ad- 
ministration conducted intermittently since 1949 and the services rendered by 
the General Services Administration in connection with the strategic, critical, 
and other materials acquired by the Corporation. It is also contemplated that 
administrative expenses will be accounted for on an obligation basis as has been 
the case in the current and prior years. 

The requested authorization excludes expenses in connection with the supply 
and foreign purchase program, the International Wheat Agreement, the wool 
and mohair price-support program under the National Wool Act of 1954 and the 
sale of long staple cotton transferred from the national stockpile. 

Reimbursements in connection with the supply and foreign purchase program 
will be obtained and used in 1959 in the same manner as in previous years. 
These are generally obtained through a markup on invoices evidencing sales, 
which are credited on the books of the Corporation to an income account which, 
in turn, is charged with all of the administrative expenses incurred in connec- 
tion with this program. Balances remaining in the account at the end of any 
fiscal year are used in succeeding fiscal years to defray administrative expenses 
incurred in liquidating all phases of this program. The markup is established 
at a rate which is so determined and applied as to provide full reimbursement 
on an overall basis for all administrative expenses in connection with the supply 
and foreign purchase program and takes into account the fact that with re- 
spect to particular commodities, sales or operations the marknp may be more 
or less than the exact administrative expenses incurred. The rate of markup 
is adjusted from time to time as conditions warrant. 

Reimbursements for administrative expenses, as well as program expenses un- 
der the International Wheat Agreement and the wool and mohair program will 
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be obtained from appropriations made specifically for these programs. Reim- 
bursement for expenses applicable to the sale of long staple cotton transferred 
from the national stockpile will be obtained from the proceeds of such sale. 


Restoration of capital impairment, Commodity Credit Corporation 


Appropriation Act, 1958 and base for 1959__.______-__________- $1, 239, 788, 671 
Budget estimate, 1959______-_ a a a ee a 0 a csecseeeswrerbio 1, 760, 399, 886 


Increase (for restoration of capital impairment of CCC for 1957 
activities )_____ sacar ioaate eie ee eRe ce Se aces eS ee Ee +520, 611, 215 


Project statement 


1957 (1955 1958 (1956 Budget esti- 
Project impairment) | impairment) Increase mate, 1959 (1957 
impairment 


Restoration of capital impairment $929, 287,178 | $1, 239, 788, 671 | +$520, 611, 215 $1, 760, 399, 886 


INCREASE 


Public Law 312, 83d Congress, approved March 20, 1954, provided that the 
appraisal of assets to determine the capital impairment shall be on the basis 
of cost to the Corporation. The capital impairment of the Corporation is, there- 
fore, determined on the basis of losses actually realized. The United States 
Treasury is required by law to appraise the assets and the liabilities of the 
Corporation on this basis as of June 30 of each year. 

The increase of $520,611,215 required for restoration of the capital impairment 
as of June 30, 1957, is the difference between actual realized losses sustained dur- 
ing the fiscal years 1956 and 1957. A total of $324 million of the increased net 
losses relate to price-support losses. The principal increases of commodities 
were $135 million for corn, $355 million cotton, $46 million rice, $40 million wheat 
flour, $21 million cornmeal, and $24 million all other. Increased quantities of 
each of these commodities were sold for export during the fiscal year 1957 at 
competitive prices. The increases are offset by the following decreases, $159 mil- 
lion for dairy products, $38 million barley, $36 million cottonseed products, $36 
million grain sorghums and $34 million all other. Additional quantities of 
wheat sold under the commodity export program accounts for $77 million of the 
increased losses during the fiscal year 1957 and all other costs increased by $118 
million most of which represents a net increase in interest expense due to in- 
creased borrowings from the Treasury as well as increased rates of interest on 
borrowings from the Treasury. 

The total price support losses of $1,299 million incurred during the fiscal year 
1957 includes $437 million incident to donations of commodities, $73 million for 
the program to increase the consumption of fluid milk for children and the Armed 
services, $787 million due to losses on sales, and miscellaneous program expense 
of $2 million. The following statement shows a comparison of such losses by 
programs and commodities. 
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Comparison of realized losses and gains applicable to restoration of capital impairment 


{In millions] 


Program and commodity 1958 (1956 


impairment) 





1959 (1957 
impairment) 


Increase (+) 
or decrease 

















(—) 
Price-support program: | | 
Basic commodities: | 
ON el ae ae ee $112 | $247 +$135 
Cornmeal._. = -| 21 +21 
Cotton_._. 66 | 421 | +-355 
Peanuts --_-. 9 17 | . +8 
Rice 19 65 | +46 
Tobacco. . we . (1) | (‘) | (1) 
Wheat Seow de pas | 100 | 96 —4 
W heat flour___.. 40 +40 
Total, basic... 306 907 | +601 
Mandatory nonbasic commodities: 
Honey. (‘) i 0) 1) 
Butter (including oil)_............--- 215 | 26 | —189 
Cheese__. 84 | 78 | —6 
Milk, nonfat dry- 95 110 | +15 
School milk program ___- 45 57 +12 
Armed services and veterans’ milk_.-..-------___- 7 16 | +9 
Wool... 7 9 | +2 
Other__- 4 | | —4 
Total, mandatory nonbasic. .. 57 296 —161 
Other nonbasic commodities: 
Barley 50 | 12 | — 38 
Beans, dry edible 9 | 14 +5 
Cottonseed products 44 s — 36 
Flaxseed 2 2 : 
Linseed oil | 6 | (1) ot 
Oats 16 25 4-9 
Rye 8 | 5 -3 
Seeds 10 2 | —8 
Sorghums, grain 63 27 | —36 
Other 4 1 | —3 
Total, other nonbasic 212 96 | —116 
Total, price-support program 975 1, 299 +324 
Commodity export program 70 147 | +77 
Other programs 21 aanl 
Interest, administrative, and other (net) 196 314 +118 
Total, realized losses 1, 240 1, 760 +520 
1 Less than 4 million. 
2? Denotes gains. 

Administrative expenses, Commodity Credit Corporation 
Appropriation Act, 1958, and base for 1959____.----.-__-------_~~ $35, 398, 000 
net catimete, 19 ssicinciecandctnthi Qititinckisdmasiibdebediminsal 36, 100, 000 

ERODED oo ceiintcds iitntbttiinnt detec iS ie 5 +702, 000 
SUMMARY OF INCREASES AND DECREASES, 1959 
Decrease in price support operations__..__--____ = la 1, 111, 000 


Increase to provide a contingency reserve to enable the 
to meet unforeseeable increases in workload 


C orporation 


+1, 813, 000 











1806 


Project statement 




















| | | 
Project 1957 1958 (esti- |Increasesand| 1959 (esti- 
mated) | decreases | mated) 
| ' | 
sh. ded Sit et ns | been sae OE Se |. hescctanain 
1. Price-support program.___- es sf $27, 639, 919 $32, 148, 000 | —$1, 111, 000 $31, 037, 000 
2. Storage facilities program. ---| 1, 327, 908 | 1, 625, 000 | | 1, 625, 000 
3. Commodity export program. ES 664, 270 | 911, 000 a 911, 000 
Subtotal _ -. and 29, 631, 197 | 34, 684, 000 |} —1, i, 000 y 33, 573, 000 
Unobligated balance and contingency reserve. -| 3, 368, 803 | 714, 000 | _+1, 813, 000 | 2, 527, 000 
Total limitation or estimate. -__- eaal 33, 000, 000, | 35, 398, “000 | + 702, 000 | 36, 100, 000 
| | 
Functional budget statement 
1958 (esti- | 1959 (esti- | Increase (+ 
Function 1957 mated) mated) | or de- 
| crease (—) 
oatiatpallina ies thailtbaabecaitiaD adiabatic . | 
1. Program formulation and direction $3, 648, 399 | $4,506,916 | $4, 132, 260 | — 464, 656 
2. Fiscal, transportation and warehousing serv- | | 
ives..... | 1, 885, 458 | 2, 139, 992 | 2, 132, 973 —7, 019 
8. Audit, compliance and investigation services_| 1, 576, 567 1, 881, 378 2, 378, 893 +-497, 515 
4. Program field operations... 22, 175, 604 | 25, 678, 874 24, 542, 034 —1, 136, 840 
Add: Transfers to cooperating agencies , 169 386, 840 386, 840 | 
Unobligated balance and contingency reserve :, 803 1 714, 000 1 2, 527, 000 +-1, 813, 000 
re Ne en ee 33. 000, 000 ip 35, 398, 000 36, ‘100, 000 4-702, 000 


! Includes $534,741 applicable to special limitation for sales expansion. 


Function 1. Program formulation and direction 


This function includes formulating the programs and program policies; 
developing the operating provisions of the various programs; providing for the 
dissemination of these provisions to producers and segments of industry involved ; 
and determining and facilitating the means for storing, managing and disposing 
of commodities acquired as a result of price support operations. These opera- 
tions are performed by the Board of Directors, the Advisory Board, the Adminis- 
trator, the General Sales Manager of the Commodity Stabilization Service, and 
the CSS Commodity Divisions, and include continuous economic, analytical and 
other related work required on announced programs and on related commodities. 

The Agricultural Act of 1949, as amended, provides mandatory price support 
for the six basic commodities—corn, cotton, wheat, rice, peanuts and tobacco— 
and for the specific nonbasic commodities—tung nuts, honey milk, butterfat, and 
the products of milk and butterfat. Price support for wool and mohair is man- 
datory under the National Wool Act of 1954. Price support for other commodi- 
ties is discretionary. The level of support for designated nonbasic commodities 
and the need for the program as well as the level of support for other commodi- 
ties must be predicated upon economic and other factors set forth in the act of 
1949. The impact of these programs upon the national economy must be carefully 
eonsidered. It is necessary to make these analyses not only on those commodities 
involved in price support programs but also to keep under constant surveillance 
the whole area of competing and substitute commodities, in order to assure that 
price support operations will not disadvantageously affect the prices and mar- 
keting of such competing or substitute commodities. Actual operations in the 
field are carried out through the Commodity Stabilization Service commodity 
offices, and the Agricultural Stabilization and Conservation State and county 
offices. (See function 4.) 

The decrease for this function is primarily the result of the decrease for the 
special milk program. As explained heretofore in the detail of “Increases and 
decreases” the legislative authority for this program expires on June 30,1958. If 
the authority for this program is extended by legislation it will be necessary to 
request the withdrawal of funds from the 7 percent contingency reserve to finance 
this work. 


Function 2. Fiscal transportation and storage services 
These services include (1) determining overall financing, fiscal and accounting 
policy and pricing within approved policies, (2) determining overall policy for 





1807 


custody, transportation and storing, and (3) assisting in the formulation of 
claims policies and procedures which insure the protection of the interests of the 
Corporation in the settlement of claims. Included also is the technical supervi- 
sion of these functions and the maintenance of the general books and accounts 
of the Corporation and handling of financing arrangements for all operations of 
the Corporation. 

These functions are performed by the Fiscal and Transportation and Storage 
Services Divisions, and, in addition to providing operational data for the every- 
day management and conduct of the business, they enable the Corporation to 
comply with the multitude of prescribed fiscal, transportation and property ac- 
countability laws and regulations. 

The small decrease in the estimated cost of this function results from a de- 
crease in the pro rata share of administrative overhead and staff office costs 
eaused by adjustments in the estimated costs for other functions. 


Function 8. Audit, compliance, and investigations services 


These services are performed by the Internal Audit Division and the Compli- 
ance and Investigation Division to determine whether the funds of the Corpora- 
tion have been properly accounted for and its affairs properly administered, de- 
tect fraud or program violations and assist in criminal or civil litigation. 

In addition to specific recoveries to the Government resulting from fines, 
penalties, disallowed claims and collection of loans, this work has resulted in 
incalculable benefits derived from the factor of deterrence brought about through 
general knowledge that audits and investigations are being conducted. 

The increase in the estimated cost of this function results from the resump- 
tion of the work on CCC audits postponed because of the inability to recruit 
qualified auditors as explained in the detail of “Increases and decreases.” 


Function 4. Program field operations 


Programs are carried out in the field primarily through 8 Commodity Sta- 
bilization Service Commodity Offices and 48 State agricultural stabilization and 
conservation offices. Their functional operations consist of accounting for loans, 
inventories and costs, and the storage, management and disposition of inventories 
of all commodities. 

The amounts required by the CSS Commodity Offices during the fiscal years 
1958 and 1959 were determined in the same manner as for previous years. The 
operating budgets for these offices for the current fiscal year have also been 
prepared in this manner. The method used is based upon the monthly “Work 
status report.” This report reflects the actual number of documents (freight 
bills, loading orders, notes, etc.) processed, and the actual man-days required for 
such processing for each office. The estimated program volume to be handled 
by each office was converted into the number of documents to be processed dur- 
ing each fiscal year. On the basis of experience, as reflected in the “Work 
status report,” the productivity rates expected to be attained were applied to 
the documents to be processed to determine the man-days required. This cov- 
ered all of the expenses of these offices, except funds used for fixed operating 
costs such as supervisory personnel and costs other than personal services which 
were estimated on the basis of past experience. 

The amount of funds required for the program field operations is directly 
related to the volume of program operations. The attached table I reflects the 
volume of program operations for the fiscal :yvears 1958 and 1959 and table ITI 
reflects the volume in terms of man-years and financial requirements for pro- 
gram field operations. 

The principal factors in the decrease for the estimated costs of this func- 
tion are (1) the decrease in overall volume of program operations, partially 
offset by an increase in dispositions of commodities, and (2) increases in rental 
costs for the Minneapolis and Chicago offices explained in the detail of “Increases 
and decreases,” and (3) a decrease representing anticipated increases in the 
efficiency which may be achieved by the commodity offices. 
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TaBLe I.—Estimated volume of commodities, Commodity Credit Corporation, price- 
support and storage-facility programs, fiscal years 1958 and 1959 


ACTIVITY 


(a) Loans made 
(b) Loans repaid. 
(c) Loans forfeited: 
1. Warehouse stored 
2. Farm stored 
Il. INVENTORY 


MANACEMENT 


(a) On hand beginning of fiseal year--- 


(6) Additions: 


1. Purehases 

2. Purchase agreement deliveries. - 
3. Forfeiture of collateral. -- 

4. Exchanges_ 

5. Transfers_ 


Total additions... 


(¢) Dispositions: 

1. Sales 
Donations. 
Exchanges 
4, Transfers. 


2. 
3. 


Total dispositions 
(d) On hand end of fiseal year_- 


(e) Reconcentrations. 


All commodities 
except cotton 





Cotton 





1959 1958 
Thousand 
Carlots | Carlots | bales 
557, 691 | 580, 786 4, 540 
96, 737 | 96, 579 997 
| 
234, 235 208, 381 3, 718 
290, 956 | 258, 841 
1, 052, 694 1, 188, 831 5, 008 
44, 780 27, 
55, 872 5 
533, 099 | 75, 5! 3, 718 
4, 854 | 4, 854 
136, 587 | 136, 202 
775, 192 699, 054 3, 718 
37,419 464, 589 6, 500 
57, 743 57, 856 
4, 854 | 4, 854 
139, 039 138, 708 
639, 055 | 666, 007 6, 500 
1, 188, 831 1, 221, 878 2, 226 
386, 969 | 382, 372 1, 250 





1959 


| Thousand 
bales 
4,079 
1,110 


3, 530 


2, 226 


5,105 


5, 105 
651 


1, 250 


1 


G 


6 


G6 


0 
g 


9 
9 


9 


aro 





| €16 ‘T | 909 
| OL ‘ZOT | SIt 
| 000 ‘SOT “S $92 ‘LZ 
| Lob 08 Zz1 ‘I 
| 868 ‘C6Z 26% ‘6I 
LPF ‘029 ‘T 806 ‘86 
000 ‘08S *F 289 ‘SI 
| 
| S88 ‘ZIZ 902 ‘ 
SIS ‘79% 





1Z0 ‘609 
000 “Sz 

















STE ‘BEL 896 ‘T 
000 ‘0ez ‘TI | SOF S 
L16 ‘IIT Lez ‘I 
ZLL ‘196 9F2 ‘G 
002 ‘OF ROI ‘¢ 
698 ‘E8 RLI ‘Z 
G29 ‘SI S16 ‘e 
ZLL ‘196 148 % 
¥9L ‘29 699 ‘T 

| 268 ‘8 Z68 

| 

| 2b2 ‘IT CFS Z 
628 ‘FE | 662 ‘FI 

286 ‘19 | 22 

‘ ee 

| 928 ‘LZ Z8L 

| | (sfep 19z) 

paimber | passeooid | 


[| aod peosy ‘oyRUITISY 


6961 pun ggg] svat pwoosy ‘s}809 pun spuamasinbas svah-unu “povoj,ysom payomuysg” 
























ION 


a“ 


I 












(sABp 19Z) 
IvoA-uvul 

jad 9781 
uoTony] 


peanbe 
Siva A-UB JY 


passeo0id 
aq 0} sy7un 


IvoA-UBUI 
sipod-uBypy | oq ov sun | Jed 0781 
jo JOQqUINN |uoTjONpolg 






S961 IVOA [BOSY “oBUITIS| 


op 

@OIOAUT 
avg 

| Opus, 








(SUIATT GUIL) Y-8S 





3dfa001 asNoOyore M 


—— ““piRd dUdIPIC 
[1G 343leaj pred 

“op 
(FQ 34 3}01g 


sjdyaoel AJVAT[Ip IO Zurpey Jo Tq 
Tee 

* “““J@ATTAP OF BOIION 

P “JOopIeg 


“UOTJORSUBI,] 
. ~--@OJOAUT 
~Japi0 WOTIBIJUBUOIAY 
“-"4OLIBO 

ae 
~~-@O}OAUT 


-qwodel uOT}eUPUIeX’ 
(30]) Jsenbai uopodsuy 
110d01 UOTVUTUTEX 





SJUVIUINVOp JB1jU0D 


| oINsBvoll Jo JIU) 


-B[[eysuUT ‘suor}tsinbor UIQ SIM] PeuUMO-HOOD ZF 


“goo uorwoedsuy Att 






~""“§JIBITU0N 3 


oxo | 


jNO s19jsuBbI] PUB SUOTIBUOPp * 
sosBeyo 





SAILIAILOV ONISIGNVHOURK UII 
9481018 DOO @ 
49y10 
u01}09 
aS81018 [vk JVULUIO FS) "T 
puevy Uo S¥o01s Apouruloy) 
queursnf{pe JSUuUBIY {{Wpoulu108g ¢ 
y SIIIG I4S]olj JO IJ pNV iso “Ff 
SOI POUIUIOD 19YIO (4g) 
““"“GOTIOY (Dd) 
:squsmAed yWyslo1g 
SIIVAILIG 
~-"1107}09 ‘sJapsO UOTIBIIUVIUODAY (9) 
JIATIOP OF SBDIJON, (q) 
““Slaplo Suypeo’y (D) 
:SuUOTINAYSUyT AJVATIOC, *T 
-SJAJSUBIT PUR S]UVUIDAO JY 
‘aOURUOUTeW pure ‘Jueudinbe ‘uo 












’ 


SOOT A108 UBIO (¢) 


107100 ‘quoulABd UOTIBIIUBDUODe} (Ff) 


{UBUIBIIIES Jop1O SuTpBO'T (ff) 
SII POUIMIOS JIYIO (Z) 
u010g () 
sosieyo jo squewmAeg (2) 

“19qTIO (£ 

mu10o Ag (Z) 

aayyo Aypourur0s Ag (1) 
suo; jedsuy] q) 
~"""SUOTIBTJOSAT JORBAJAOO VABIOIS (2 
[e 


yueuelU 











1 





1u10,) *T 
U pur ¢ 





LNAIAKAZOVNVA AYOLNGAANI 





suo1paado play wniBoLq —J] @IHXV I], 








6G 


61 
ST 
LI 
oI 


oO 


=— cVC 


or 


60 
80 





90 
co 


PO 
£0 


0 


TQ 


ON 


ue 
440 AA 




































































t 


1810 

























psimnbo 
sivoA-uB yy | 0g 07 syyun | 
jo 19quInN 











} sjrun 
jo saquInN 


Jed 9781 
moron] 
















[ wad peosy ‘07 BUITIS, 





suvah yoosyf ‘s9809 pun spuamasinbdas svafi-unu “poopysom 


penulyuo0g 


696] pup 8961 


paqwwULysy 





























[AOI PUB DOMLPJOOBI § 
I 1919p s 
sc jy 1 t p 
] ¢ 
; , { ‘ ‘ i 
‘ ( I ny ] ILA 
lo p slueul 
) 
N09 
}UMUIA ynby 
LH 
peu MAUuog 
u0oy ) 
Inmbor 19) | 
pes jot “\ 
1 
vu oO 
Ie 
Bia}t » jo uC nt 
sut [ po IWuUs00¢ 
AOU TCD 
u0}I0D 
pez 
a) juaRt I 
u | Tel 
‘ LLOV vu yuan a i ‘ll 
(3 vl Id 





suoypuado pray wnibo1] 











HAV TL 











F ‘828 ‘% 


1811 





on 
ato 
—N 











| 
| 
i 
1 
| 
| 
| 
| 





c 
000 “000 “ZL 
000 ‘¢ 
PP6 ‘6 


099 ‘6 


OOL ‘FZ 
IzZt ‘OLS ¢ 


809 ‘F 


SEs “6 








ZR ‘ZF 


sti 


_ 


OD 


mY 
























‘010 


‘Ol 


9 
Le 


< 


6II 


oF 
0 








OFO0 “09E “OT 















862 ‘OFS 6 





























\ CUITIGISBe 
liss900id Byiep 
P 18101, 





AT}ON 


Ip ‘ABET 

































] SS ] 
}sTul p [830] 
19 @ATIBI juIps [8I0O.L 
yJsOg7) JaUUOSI d uopepinbryy “1A 
ZuUTWOdaL IATPRAYSPUTT A 
SOUPIAIJOV VAT I Al 
103U 1! 
einpedoid pus WoT} ziuBeszio yospug ‘TI 
; YIOM [IUUOSIOg ‘J 
‘SOIJIATIO“ GATIBIISIUTUIp y 
vl Ip ‘ureasoid [v0.7 
Zz Weil Yom ) ‘SOL Vovg 
dnoi1Z Zutssvo x 
sjonpo 1300 ‘syueurAed UOTTEZI{t 
yt 
}usUI 
en 
Iwo qns 0} SpiRd UROT [IB}Ip 





Sa] Bol jJ90 Sd 









urBisol1d 


1yesndeid ‘JoTBIBO U0PJOY) “N 








100) uo} eqWIodxe Jo Joold “"W 
Oo w 
MID 


SeleqUul Jo SeyBoylU 
1 ‘ORF MOU’T O1[GNd v 
d qyinoo yeuyullty) 














JUBISISSR [BUOTIBIIAYD “{ 









sjiodei peroedg “Wf 

sqiodal wey “aA 

sjd19001 ad 

Yel SsqUNOOOT 10 Puv SUITBIO Jo u 9 'O 













I 
l 
I 
bes Aosus0}}18 [BUOTS0Y I | 
i 
) 








69 
®Y 
L9 
99 





o 
6 


“nN 
t 


OF 


et 
It 
OF 





1812 





eqeyiuep! mdas Jou sejei 











PEO GES FZ PL8 SLO SZ 
age “OSL £66 “L69 
LOL ‘62 Z OSb BLP % 
89% ‘E98 — 

‘SPL ‘IZ IEF TOS ‘ZZ 





IZ8 ‘689 ‘T 


09 “116 “02 


LES “FOL ‘T 
C6E “P86 “6T | 


966 ‘ZHI 'F 


ete S60 F | 
























C68 £ | 6 ‘690° 
lt ‘66— | I £6 
ZR0 “688 ‘ST 
00 ‘t$ 
780) 
9 ‘26 ‘e : f 
€ 922 £ ES 
>91L'E L086 ‘E 
€ 121 us Iz1 
“ 8 
¢g Cg 
PI £ FI 
(SABP 193) SABP 192) 
pemnber | passaooid | seeA-ueUl pombe passaooid | seos-uvul 


| 


siv0A-UB JY Jod 90381 


uoTpNpoeld 


oq 03 syTun Jad oyel 
jo JoquUINN | Gopponpolg 


sivaA-UB yy | 9G 0} SITUN 


jo 29qUINN 





6961 1BOA [BOSYy ‘97 BUTT ST SOK IROA [ROSY ‘OPBUITIS| 


ponuryuog 


696] pup 








eINSsBveM JO IU 


l 





G6] savah yoosyf ‘37800 pun squawmasinbas svaf-unw “poo)yiom pazowmissy 






"710d 01 SNYVIS YAO MA 


9AJ9S01 AQUIZUIINOD Ul POpNIOU! SpeoeU PozVUIl}se JO UOTIIOg 


suoljeiedo pley ureis01d [840] 


s 





MIAJOS [BIOUIT) 
SsuOTyt jodo so ae1g 

)AJOSO1 AOUDZUTIIUOD UI PePHpOUl JUNOUIG Sso’'] 

sxoYoO AIPOUTUIOD 0} a,qBaTjdde [eyo 


SUOT}BIIdO BOYJO API POUTWIOD [VIO 


(seoyjo Ayipouruios Aq pred) ¢T-zZo swolqo 
JOY BT JON 


@UITJIVAO JO JUBTVAINDG SIvOA-UBUI SSo’T 
10q BT It 10] 



















KIVIBS BBVIOAY 
JOQ®T II" 1OL 
; f| 
JOQB] eI puy \| 
10GB] JOIITIP [TB “TBIO.L | 
~-Zulsseooid &yup OFU01}00]9 10GB] [BIOL | 
jus0sed GT) Zursseooid eyep o1u0l)< » ‘OARO'T 

10Q BT 40% UISse00Id BJVP OTUO1Z99TO [eIOT, | 

) A] Al 

penuyjU0O—SALLIAILOV KVHOOUd SAOANVTIASBIA A 










APATIOS WIBIF01 4 


suoynuiado pjay wvibo1g—J[ DIAV 


WING 








oe 


TT 





1813 
STATUS OF BORROWING AUTHORITY, ETC. 


Mr. Wuirren. Also we will be glad to have any general statement. 
you care to make. We would like for you to furnish a breakdown of 
the restoration amount requested showing separately amount for in- 
terest, storage transportation and administration as well as a state- 
ment of the current status of your borrowing authority and then the 
administrative expenses we note you want an increase of $702,000 and 
you might give us a full detail in connection with that. 


CURRENT STATUS OF BORROWING AUTHORITY 


Mr. Beacu. As of January 31, 1958, $13,271,125,459 of the Corpora- 
tion’s authorized borrowing authority of $14.5 billion was in use. Of 
this amount, $12,767 million represented borrowings from the Treas- 
ury and $504,125,459 represented the Corporation’s obligation to pur: 
chase loans held by lending agencies, leaving a balance of $ 51 ,228,874.- 
541 available. 

(Nore.—A breakdown of the major cost elements included in the 
amounts for restoration of capital impairment during the past 2 years 
is as follows:) 


Summary of major cost elements included in realized losses and gains applicable to 
restoration of capital impairment 

















Fiscal year Increase (+) 
a eee ee or de- 
Item crease (- 
1958 (1956 1959 (1957 | in realize: { 
impairment) | impairment) | losses 
ia aiatamapai Tn se ial — eet ee te 
Realized program loss: ! 
Storage and handling. __ bith deaisedae al, | $281, 173, 000 | $453, 642, 000 |+-$172, 469, 000 
Transportation and accessorial ..| 151, 801, 000 , 303, 000 | 4-103, 502, 000 
Commodity costs and other miscellaneous progr: am loses. 611, 854, 202 , 606, 640 | +127, 752, 438 
Total realized program loss _ _. 11, 044, 828, 202 | il, 448, 5 551, 640 -+-403, 723, 438 
Administrative and nonadministrative expense (net of mis- | 
cellaneous income) ; 36, 584, 663 36, 964, 536 +379, 873 
Interest expense (net of interest income) - -.- béepaae ..-| 158,375,806 | 274, 883, 710 +116, 507, 904 
| 
Total realized losses___...--. pasa tinegi teiebddinin 11, 239, 788, 671 1, 760, 399, 886 | +520, 611, 215 





! Amounts shown for subitems under program loss are estimated because cost values of commodity dis- 
positions are reported to Washington by totals only. 


JUSTIFICATION OF INCREASE IN LIMITATION FOR ADMINISTRATIVE EXPENSES, CCC 


The net increase of $702,000 in CCC administrative expenses for the fiscal year 
1959 consists of a decrease in price support program costs of $1,111,000 and an 
increase in the amount included in the contingency reserve of $1,813,000. Thus, 
while there is an increase of $702,000 in the appropriation requested, it is ex- 
pected that CCC will use $1,111,000 less funds in 1959 than in 1958, the current 
fiscal year. 

The decrease of $1,111,000 in price-support. operations is primarily related to 
an estimated decrease in program volume and to anticipated savings through 
increased efficiency in the commodity offices. 

Although loans made during fiscal year 1959 for commodities other than cotton 
are expected to increase about 4 percent, deliveries resulting from loan for- 
feitures of these commodities are expected to be about 11 percent less. Cotton 
loans made are estimated to be 11 percent less, and cotton sales about 21 percent 
less in fiseal year 1959 than in 1958. 

An additional reduction results from an anticipated further increase in the 
efficiency of the commodity offices. The output of these offices is subject to a 


21494—58—pt. 3 10 
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work-measurement system and for a number of years they have accomplished 
successive increases in their efficiency. The estimated financial requirements 
of these offices for the fiscal year 1959 are predicated upon the highest efficiency 
attained to date—fiscal year 1957 experience—and thus reflect lower administra- 
tive costs per work unit than any previous budget submitted to the Congress. 
While the estimates indicate an additional savings or reduction in funds in an- 
ticipation of still further efficiency, there is no way of knowing whether or not 
the peak of efficiency has been reached. If the anticipated increased efficiency 
does not materialize it would be necessary to utilize the contingency reserve to 
this extent. 

Partially offsetting these reductions from lower program volume estimates and 
anticipated increased efficiency are relatively smaller increases resulting from 
the broadening of the audit coverage to ASC county offices and higher rental costs 
of two offices which are being moved from inadequate space. 

Also reflected in the reduction of price-support costs is a decrease resulting 
from the special milk program which under existing legislation is authorized 
only until June 30, 1958. If the authorization for this program is extended as 
recommended in the President’s budget message, a request would be made to 
withdraw the required funds from the 7 percent contingency reserve. 

The increase of $1,813,000 in the amount to be included in the contingency re- 
serve would bring the reserve up to 7 percent of the estimate. The language of 
the current administrative expense limitation contains provision for a contin- 
gency reserve of not less than 7 percent and it is proposed that provision for a 
similar contingency reserve be included for the fiscal year 1959 to be made avail- 
able for use only with approval of the Bureau of the Budget. 

The statement of progress in the use of electronic data processing equipment 
referred to by Mr. Berger in his general remarks is as follows: 


AUTOMATIC DATA PROCESSING 


I stated before the House Appropriations Committee a year ago that we had 
undertaken the use of automatic data processing equipment with enthusiasm 
tempered with a great deal of Scotch caution. By this I meant that we were 
not undertaking the use of this electronic machinery unless we could clearly 
see definite benefits ahead 

Elsewhere in the estimates for the 1959 fiscal year, there has been presented 
the volume of work which it is anticipated will be required to be handled by 
the Corporation. We are therefore confronted with a continuation of the heavy 
workload which has been occurring in the price support, storage, and inventory 
disposal program during the past several years. 

I explained to the committee last year our belief that use of electronic 
equipment will (1) increase the effectiveness of the program job for which we 
are responsible, (2) provide better service to farmers, warehousemen, and others 
with whom we deal, and (3) save time and money. 

During the past 6 months, we have installed a large computer in our Kansas 
City and New Orleans commodity offices. We are, therefore, going through a 
trying period of conversion from the older system to the newer electronic system 
in these two offices. At the Same time, we are pushing ahead in our Chicago 
commodity office where we have installed a medium-sized computer. We have 
no plans for installation of additional automatic data processing equipment in 
other offices. 

In our Kansas City office, we are handling price-support loan operations on 
1957 grain crops in the 5 States of Kansas, Nebraska, Missouri, Colorado, 
and Wyoming. From our experience thus far on handling more than 250,000 
loan transactions through the computer, we are assured that our objectives of 
improved administration will be realized. We are completing plans now to 
extend this system to the entire country on 1958 crop loan and purchase agree- 
ment operations We have heen aided considerably in this undertaking by 
the support and cooperation of officials of several banks throughout the country. 
A maior advantage of this system to producers is the retention throughout the 
life of his loan of all of the original loan documents (note, mortgage, warehouse 
receipts, etc.) in his local county office, immediately available to him should he 
desired to repay his loan. 

We expect, by the early summer of 1958, to complete the conversion to auto- 
matic data processing equipment for the entire cotton loan and inventory op 
eration in our New Orleans office. We believe this fully integrated operation will 
(1) provide cotton farmers with more prompt information on the status of 
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their loans, (2) make a faster repayment by the Federal Government to local 
banks who request reimbursement for money advanced by them to farmers 
thus enabling them to beter serve farmers in periods of peak volume, (3) make 
a more prompt payment by the Federal Government to warehouse men for 
storage and warehouse charges, (4) process the loan notes faster, making the 
note available to the producer or equity purchaser for repayment at an earlier 
date, and (5) immediately after loan maturity, complete settlements with pro- 
ducers more accurately and much faster. 

Beyond the mechanization of price-support loan operations lies the larger 
and more difficult field of inventory management. We have already done enough 
work to recognize the possibilities of improved service and efficiency in this 
field. We are hopeful that other phases of our work can be committed to 
computer operations, but these must await the results of feasibility studies. 
We do not intend to stand still in this field. 

To summarize—it is too early yet for us to assess with very much satisfaction 
the operating results attained thus far from the installations we have already 
made, I want to make it clear that at present we are renting, not buying this 
electronic equipment, and we plan to use it as fully as possible. We will make 
machine time available to other agencies in the Department to process already- 
programed operations in any idle time on the second or third 8-hour shift after 
CSS operations are performed. 

About costs—one of the basic reasons for installing electronic data processing 
equipment is its potential for savings. Consequently, we are continuing our 
attempts to measure the costs involved in using EDP equipment and to weigh 
these costs against the possible savings which can be expected. One of the 
major costs is the rental of equipment. In 1957, prior to the installation of any 
electronic systems, machine rental amounted to about $1,175,000 in the commodity 
offices. We expect rental to amount to $1,580,000 in 1958, of which $570,000 is 
estimated for EDP equipment and $1,010,000 for conventional equipment. In 
1959 the rental of equipment is expected to amount to $2,050,000, of which 
$1,300,000 will be EDP equipment while the rental of conventional equipment 
should decline to about $750,000. 

In later years, we can expect the rental of conventional equipment to con- 
tinue to decline as additional functions are converted to the newer equipment 
and concurrent operations are discontinued. Because of the flexibility of EDP 
equipment the addition of new activities wiil result in little, if any, increase 
in administrative expenses. 

However, offsetting these increased expenses are Tfarge savings in program 
costs. One such area of savings involves the payment of servicing fees to lend- 
ing agencies participating in the Commodity Credit Corporation price support 
program. We have two types of lending agency arrangecents: (1) Agencies 
who service loans only and receive a fee for such service. In 1957 fees paid for 
servicing grain loans amounted to $554,894. (2) Agencies who invest their 
funds in Commodity Credit Corporation loans in addition to servicing the loans. 
In the Kansas City area for 1957 crops we paid banks for interest and services 
one-fourth of 1 percent less per annum than in other areas, due to the elimina- 
tion of work they previously performed. Assuming extension of this savings 
to all other grain loan areas, the net amount saved per annum will be $1,105,000. 
Thus, it appears reasonable that adoption of this system will result in elim 
inating payment of the $554,894 and $1,105,000 of service fees to banks as well 
as the $22,000 administrative cost of handling these payments in the com- 
modity offices. However, the services which have heretofore been performed 
by the banks will not he entirely eliminated as some of the work performed 
by the banks in servicing the loans will be done in the ASC county offices. 

In addition to the program savings which are outlined above, we anticipate 
some administrative savings, primarily salary expense in the commodity offices. 

Also, as the program becomes fully operative in the county offices, it should 
result in savings due to elimination of the necessity for employment of temporary 
or part-time clerical personnel at the peak of the lending season, in addition to 
enabling the offices to render better service. 


Mr. Wuirren. Thank you, gentlemen. 
We are dealing with a big subject here and a subject. about which 
there are many differences of opinion as to how best to handle it. But 
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the details and actual operation of it I know are necessary, whichever 
view you may take on the overall farm program. 
We appreciate the information that has been given to the committee. 
Mr. McLarn. We appreciate your courtesy, all of you. 


Fripay, Fesruary 28, 1958. 
RURAL ELECTRIFICATION ADMINISTRATION 


WITNESSES 


KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL CREDIT SERVICES 

DAVID A. HAMIL, ADMINISTRATOR, RURAL ELECTRIFICATION 
ADMINISTRATION 

FRED H. STRONG, DEPUTY ADMINISTRATOR, RURAL ELECTRIFICA- 
TION ADMINISTRATION 

ROY G. ZOOK, ASSISTANT ADMINISTRATOR, RURAL ELECTRIFICA- 
TION ADMINISTRATION 

ROBERT T. BEALL, ACTING ASSISTANT ADMINISTRATOR FOR AD- 
MINISTRATION, RURAL ELECTRIFICATION ADMINISTRATION 

GEORGE P. HERZOG, BUDGET OFFICER, RURAL ELECTRIFICATION 
ADMINISTRATION 

ROBERT D. PARTRIDGE, PROGRAM ANALYST, RURAL ELECTRIFICA- 
TION ADMINISTRATION 

EDWARD F. MYNATT, ASSISTANT GENERAL COUNSEL FOR AGRI- 
CULTURAL CREDIT AND CONSERVATION, OFFICE OF THE GEN- 
ERAL COUNSEL 

LEE A. DASHNER, DEPUTY DIRECTOR OF FINANCE, DEPARTMENT 
OF AGRICULTURE 


LOAN AUTHORIZATION 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 








Program by activities } | 
1. Rural electrification ....-| $300, 461, 514 | $280, 000, 000 $175, 000, 000 


2. Rural telephone-. : : ; 81, 729, 000 80, 000, 000 59, 600, 000 
Total obligations ty , B82, 190, 514 360, 000, 000 234, 600, 000 
Financing 
Unobligated balance brought forward (authorization to 
expend from debt receipts ‘ } —55, 022,706 | ~171, 570, 037 —25, 670, 037 
Recovery of prior obligations___. —4, 737, 845 —5, 100, 000 —3, 100, 000 
Unobligated balance carried forward (authorization to ex- | 
pend from debt receipts 171, 570, 037 25. 670, 037 170. 037 
Unobligated balance of debt receipts (reserve authoriza- 
tion available during year) _. B 20, 000, 000 30, 000, 000 
Authorization to expend from public debt receipts | 


(new obligational authority | 514, 000, 000 239, 000, 000 206, 000, 000 
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Revenue, expense, and retained earnings 


1957 actual | 1958 estimate | 1959 estimate 





For the fiscal year: 
Lending operations: 








ON NOI is 8 Sia cian ada ae ieee $49, § 871, 917 | $54,085,000 | $59, 130, 000 
Expe nse: Se : oe ig ° % 
RntappntWeROnt, 225 565.3 o's ian ccicdienn dd | 48,280,003 | 52,254,500 | 57, 798, 000 
Provision for possible losses on loans_- inca 768, 653 977, 000 | 1, 097, 000 
Total expense...........----- ee 49, 048, 656 | 83, 231, 500 | 58, 805, 000 


Net income from lending operations-_._._..._-- | "823, 261 853, 500 | 








Administrative expenses nes ided by annual copetget | j | 
tions): Salaries and expenses. -_- a | 8, 337, 929 9, 019, 000 9, 019, 000 


Cumulative to end of fiscal year: | 
Lending operations: | | 


Interest income-- ) | 471, 340, 870 |__ 530, 470, 870 























Expense: i z 
Interest expense - - - : ---| 361,580,165 | 413,834,665 | 471, 632, 665 
Provision for possible losses on loans -- 7, 303, 611 | 8, 280, 611 | 9, 377, 611 
Losses on foreclosed loans_ : 44, 478 44, 478 | 44, 478 
I i salient a 
Total expense -___- ical eae | 368,928,254 | 422, 159, 754 481, 054, 754 
Net income from lending operations - - - - -- 49, 181, 116 49, 416, 116 
Administrative expenses (provided by annual appropria- | 
tions): Salaries and expenses _- | 106, 726, 989 115, 745, 989 | 124, 764, 989 
Financial condition 
1957 actual 1958 estimate | 1959 estimate 
Assets’ | 
Loans and interest receivable less allowance for | | 
possible losses__- $2, 707, 091, 539 | $2,952, 675, 159 $3, 230, 073, 159 
Cash on hand 340, 621 350, 000 350, 000 
Cash on deposit with Treasury - - - 3, 149, 996 | 3, 237, 200 | 3, 237, 200 
Travel advances to employees and miscellaneous } 
receivables ___- 97, 272 98, 000 | 98, 000 
Total assets___ = ; L 2, 710, 679, 428 2, 956, 360, 359 | 3, 233, 758, 359 
Liabilities: Current. a | 74, 821 784, 000 784, 000 
Government investment: 
Borrowings from Treasury _- 2, 518, 950, 883 2, 763, 724,185 | 3, 040, 887, 185 
Appropriated administrative funds (net) _--- 106, 766, 231 | 115, 797, 181 | 124, 816, 181 
Appropriated loan funds (net) - - 142, 619, 866 142, 619, 866 | 142, 619, 866 
Net income from lending operations 616 49, 181, 116 49, 416, 116 
Administrative expenses (—) - | —106, 726, 989 —115, 745, 989 | — 124, 764, 989 
Total Government investment 2, 709, 937, 607 2, 955, 576, 359 3, 232, 974, 359 
Object classification 
1957 actual 1958 estimate | 1959 estimate 
is aie casein ott - — ~~ - = . 
16 Investments and loans. $382, 190, 514 $360, 000, 000 $234, 600, 000 
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SALARIES AND EXPENSES 


Program and financing 


1957 actual |1958 estimate 


Program by activities: 
1. Administration of rural electrification program 
2. Administration of rural telephone program 


| $4, 268, 402 
4, 058, 286 
Total obligations 8, 326, 688 
Financing: | 
Unobligated balance no longer available ___-_ 98, 312 
New obligational authority~- | 8, 425, 000 
New obligational authority | 
Appropriation . ; ; wi | 8, 600, 000 
Transferred to “Salaries and expenses,’ Forest Service | 
| 
| 


Pe An 20D ile cbcecicbescennna 


—175, 000 


Appropriation (adjusted 8, 425, 000 


Object classification 


1957 actual 


Total number of permanent positions F 1, 095 
Full-time equivalent of all other positions... 3 
Average number of all employees 1, 029 
Number of employees at end of year-.- | 1 


, 018 
Average GS grade and salary 


01 Personal services: 
Permanent positions . 
Positions other than permanent__. 40, 554 
Other personal services ‘ 


Total personal services_. 
02 Travel. 


, 250 


1, 054, 504 





. 587, 


4 
4, 432, 


9, 019, 


1 


9, 030, 


9, 030, 


9, 030, 


000 
000 


000 


950 


950 


950 


| 1958 estimate 


9.2 $6,469 | 


, S41 | 


2, 855 


03 Transportation of things ‘ 28, 043 
04 Communication services 116, 304 
05 Rents and utility services 28, 424 
06 Printing and reproduction i | 118, 529 
07 Other contractual services 44, 043 
Services performed by other agencies_- 77, 504 
08 Supplies and materials 5, 495 
09 Equipment 86, 885 
1l Grants, subsidies, and contributions 
3 Refunds, awards, and indemnities 13, 215 | 
15 Taxes and assessments 2, 492 


Total obligations 8, 326, 688 


1, 032 

4 

1, 031 

1, 028 

9.2 $6,572 
$6, 766, 325 
50, 000 

33, 230 





9, 019, 


OOO 


, d00 
, 000 | 
2. 700 


000 


= 
| 1959 estimate 


$4, 587, 000 
4, 432, 000 


9, 019, 000 


, 950 | 


9, 019, 000 


9, 019, 000 


9, 019, 000 


1959 estimate 


, 032 


1, 025 


1, 028 
9.3 $6, 610 
$6, 766, 325 


50, 000 
33, 230 





i 
28. 700 
113, 310 
29, 460 
118, 250 
$1, 800 
62, 550 
48, 925 
40, OOO 
435, 000 
9, 000 
700 


019. 000 


Mr. Wuitren. We have before us this afternoon Mr. Kenneth L. 


Scott and Mr. David 
cation program, as well as other matters. 


JUSTIFICATION OF THE 


ESTIMATES 


A. Hamil, in connection with the rural electrifi 


In that connection I would like to have pages 271 through 274, and 
277 through 291 of the justifications included in the record at this point. 


- ———oor 
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RURAL ELECTRIFICATION ADMINISTRATION 
PURPOSE STATEMENT 


The Rural Electrification Administration was established by Executive Order 
No. 7037 of May 11, 1935, to make loans for the extension of central station 
electric service to unserved rural people. The agency was continued by the 
Rural Electrification Act approved May 20, 1936, and became a part of the 
Department of Agriculture, effective July 1, 1939, under Reorganization Plan II. 
On October 28, 1949, the Rural Electrification Act was amended by Public Law 
423, 8ist Congress, to authorize REA to make loans for the purpose of furnishing 
and improving rural telephone service. 

Loans for construction of electric and telephone facilities are self-liquidating 
within a period not to exceed 35 years, and bear interest at the rate of 2 percent. 
Loans to finance wiring installations and electrical and plumbing appliances and 
equipment are also made at 2 percent interest but for shorter periods. 

In the electrification program, the principal borrowers of this Administration 
are cooperative associations formed solely for the purpose of making electricity 
available in rural areas. Borrowers are encouraged to plan area coverage pro- 
grams for the expeditious extension of central station service to remaining 
unserved farms and to plan overall operations and maintenance of facilities 
to serve the consumers most effectively and assure maximum security for the 
Government’s loan. The accumulated experience and sound financial condition 
of many borrowers is fully utilized in developing and carrying out their operation 
plans, 

In the telephone program, loans are made to both private companies and 
cooperatives. REA is following the policy of continuous cooperation with the 
industry in the extension of telephone service to rural areas. REA works with 
the telephone borrowers in developing sound construction and operating policies, 
and with manufacturers in the development of efficient and economical telephone 
equipment specifically designed for rural needs. Practically no standards or 
equipment specifically designed for rural telephone systems were in existence 
before REA initiated work in this field. In the interest of protecting loan se- 
curity, considerable time and attention must be devoted to working directly with 
borrowers which, for the most part, have had little or no past experience in 
operating efficient up-to-date rural telephone systems. They are expected, how- 
ever, to assume responsibility for the operation of their systems. 

The Rural Electrification Administration has no field offices. Relations with 
the borrowers are maintained through offices in Washington and a staff of full- 
time field employees working directly with the borrowers. The Rural Electrifi- 
cation Administration on November 30, 1957, had 995 full-time employees, 776 
of whom were in Washington departmental service and 219 in the field service. 


Available 1958 Budget esti- 
mates 1959 


Loan authorizations 


Rural electrification. . i 4 | 1 $179,000, 000 | $150, 000, OM 
Rural telephone 2 60, 000, 000 56, 000, 000 
Total, loan authorizations _- 239, 000, 000 3 206, 000, 000 
Salaries and expenses__...-.- goes is ae 9, 030, 950 9, 019, 006 
1 Includes reserve authorization of $20,000,000. 
2 Includes reserve authorization of $10,000,000. 
3 In addition, legislation will be proposed to enable borrowers to obtain finan : from privat 


where the security is adequate and the loan can be repaid within a reasonable time 
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(a) Loan authorization 


ELECTRIFICATION LOANS 


Loan author- | Estimated 
ization loans 
Appropriation Act, 1958 (authorization to borrow from the Secretary of | 
the Treasury) 1 $179, 000, 000 2 $280, 000, 000 
Budget estimate, 1959 150, 000, 000 2 175, 000, 000 
Decrease Rs : — 29, 000, 000 | — 105, 000, 000 
TELEPHONE LOANS 
Appropriation Act, 1958 (authorization to borrow from the Secretary of 
the Treasury) 3 $60, 000, 000 4 $80, 000, 000 
Budget estimate, 1959 : si i 56, 000, 000 4 59, 600, 000 
Decrease —4, 000, 000 — 20, 400, 000 


! Includes reserve authorization of $20,000,000. 
2 In addition to new loan authorization, balances carried over from prior years are available for loans. 
8 Includes reserve authorization of $10,000,000. 
4In addition to new loan authorization, balances carried over from prior years are available for loans, 


Project statement (on the basis of estimated loans) 


Project 1957 1958 estimate | 1959 estimate 

1. Rural electrification loans . $300, 461, 514 | $280, 000, 000 $175, 000, 000 
2. Rural telephone loans 81, 729, 000 80, 000, 000 59, 600, 000 
Total loans_.__- . ioe | 382, 190, 514 360, 000, 000 234, 600, 000 


EXPLANATION OF ESTIMATES 


The authorization of $150 million requested for electrification loans in fiscal 
year 1959, plus balances available from previous years and recissions of prior 
loans, will make a total of $175 million available for such loans. 

The authorization requested for telephone loans in fiscal year 1959, plus 
balances available from prior years and recissions of prior loans, will make a 
total of $59,600,000 available for such loans. 

These estimates contemplate legislative recommendations to the Congress to 
enable the systems to secure from private sources the additional loan funds 
needed for the sound improvement and expansion of the system in the years 
ahead. Feasible means of accomplishing this would include proposals for an 
insured loan program, and subordination where desirabie of the Government’s 
prior liens. 

The following tables reflect loans and funds available for fiscal years 1957, 
1958, and 1959: 


Electrification loans 


1957 actual | 1958 estimate | 1959 estimate 


Loan funds available 





For loans : $300, 461, 514 | $280, 000, 000 $175, 000, 000 
Reserves for additional loan needs > 139, 972, 861 43, 072, 861 72, 861 
Total loan funds available : 440, 434, 375 323, 072, 861 175, 072, 861 
Analysis of loan funds availablk 
New loan authorization (including reserves os r 414, 000, 000 179, 000, 000 150, 000, 000 
Carryover from prior year 24, 677, 530 139, 972, 861 23, 072, 861 
Recissions of prior loans 1, 756, 845 4. 100, COO 2, 000, 000 
Total loan funds available ~ 440, 434, 375 323, 072, 861 175, 072, 861 
Less loans ~300, 461, 514 280, 000, 000 175, 000, 000 
Less reserves : 20, 000, 000 
Balance carried forward to next year.. sae oa 139, 972, 861 23, 072, 861 72, 861 
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Telephone loans 


1957 actual | 1958 estimate | 1959 estimate 


Loan funds available: | 


For loans. _- _..| $81,729,000 | $80,000,000 | $59, 600,000 
Reserves for additional loan needs-- -- 51, 507, 176 12, 597, 176 97, 176 
Total loan funds available____ c 133, 326, 176 92, 597, 176 59, 697, 176 
“ : - 
Analysis of loan funds available: 
New loan authorization (including reserves). ._- 100, 000, 000 60, 000, 000 56, 000, 000 
Carryover from prior year------ 30, 345, 176 31, 597, 176 2, 597, 176 
Rescissions of prior loans___- 2, 981, 000 1, 000, 000 1, 100, 000 
Total loan funds available_.-_- 133, 326, 176 92, 597, 176 59, 697, 176 
Less loans : —81, 729,000 | —80, 000, 000 — 59, 600, 000 
Less reserves... —20, 000, 000 | —10, 000, 000 
Balance carried forward to next year 31, 176 2, 597, 176 97,176 


(b) Salaries and expenses 
BEE ODEIOEION. BOE, RUN cttinkin eacb etticdeidedctindatnadatied cite ibaa Cicateintaeiees) 
Less savings in 1958 reflected as reduction in 19: 59 estim: ites sinatibinde —11, 950 


BOORIN, SIN RI eines ch tb hncsicariiinsenineteie iit tains dah secttaaniicealt ei eal 9, 019, 000 
URI, OUR RUNEOR TI DO ca ai he Sa a Siac akdioines) PD CBS 
Project statement 

Project 1957 1958, 1959, 
estimated estimated 
1. Administration of rural electrification program 
a) Lending and management activities $2, 312, 759 $2. 514, 600 $2. 514, 600 
Engineering activitic 1, 955, 643 2, 072, 400 2, 072, 400 
Total, administration of rural electrification pro- 
gram 4, 268, 402 4, 587, 000 4, 587, 000 
2. Administration of rural telephone program 
a) Lending and management activities 2, 347, 467 2, 538, 700 2, 538, 700 
5) Engineering activities 1, 710, 819 1, 893, 300 1, 893, 300 
Total, administration of rural telephone program 4, 058, 286 4, 432, 000 4, 432, 000 
Total obligations or estimaté 8, 326, 688 9, 019, 000 9. 019. 000 
Unobligated balance 8, 312 
Transferred to “Salaries and expenses, Forest Service” +175, 000 
l propriation 8, 600, 000 


STATUS OF PROGRAM 


ELECTRIFICATION PROGRAM 
Fiscal year 1957 

Loans to electric borrowers totaled $300,461,514 for the fiscal year 1957 bring- 
ing the cumulative net electric loans approved by REA as of June 30, 1957, to 
$3,536,955,428. Construction activities and funds advanced to borrowers con- 
tinued at a high rate, and significant progress continued during the year in im 
proving the security of outstanding loans. 

Applications —At the beginning of the fiscal year there were $89.7 million in 
applications on hand. Applications received during the year totaled $382.9 mil- 
lion. Applications on hand at the close of the fiscal year totaled $154.6 million 
The increase in applications received was particularly heavy in the last half 
of the year. 

Loans.—There were 404 loans made during the fiscal year 1957 amounting to 
$300,461,514 compared to 344 loans in fiscal year 1956 totaling $189,804,800. The 
loans will provide for the construction of approximately 24,953 miles of line to 
bring electric service to about 186,047 new consumers, for heavying up of exist- 
ing systems, and for generation and transmission facilities. Distribution system 


construction loans amounted to $175,212,518 or 58.3 percent of all loans for the 











year. Loans for generation and transmission facilities totaled $119,943,996 or 
39.9 percent of the loans made. The remaining $5,305,000 or 1.8 percent was for 
financing consumer facilities. 

Loan funds advanced to borrowers.—Funds advanced on electric loans 
amounted to $185,977,622 during fiscal year 1957, compared with $154,739,544 
during fiscal year 1956. Cumulative advances amounted to $2,941,213,434 as 
of June 30, 1957. 

Consumers served and construction progress.—During the 12 months ending 
June 30, 1957, electricity was extended to 104,798 rural consumers through the 
construction of 22,352 miles of line. During the previous fiscal year, 113,880 
consumers were connected through construction of 23,932 miles of line. As of 
June 30, 1957, electric borrowers were operating 1,894,353 miles of line and dis- 
tributing electric service to 4,406,503 consumers. 

Loan rescissions.—Periodically, REA reviews the status of unadvanced loans 
funds for all borrowers, as well as doing so each time a new loan is under con- 
sideration for a particular borrower. Loans are rescinded or transferred to other 
needed purposes where it is indicated that borrowers no longer need the remain- 
ing unadvanced funds for the purpose for which they are loaned. During the 
fiscal year 1957, loan rescissions amounted to about $1.8 million. 

Loan repayments.—Through June 30, 1957, cumulative principal and interest 
payments amounted to $577,435,945 and $285,471,883 respectively. Payments on 
principal made ahead of schedule amounted to $108,902,271, while principal and 
interest payments overdue more than 30 days amounted to $200,602, or slightly 
more than 0.18 of 1 percent of the amount due. The overdue amount does not 
include principal and interest in the amount of $44,478 on 2 loans which were 
foreclosed. Corresponding figures as of June 30, 1956, were: 


Payments: 


Principal i $4938, 144, 519 


Interest__ . wv ss anatcissen as» sy eee OO 
Repayments ahead of schedule eo Sibicshsca dag Sikh 95, STO, 361 
Payments overdue more than 30 days eae pee eee 332, 363 
Interest and principal on 2 foreclosures SS eianianeeieid 14, 478 

Increased debt service.—Borrowers have generally needed a 5-year deferment 


of interest and principal payments after a loan is made to complete construction 
and development loads on their lines before achieving a revenue producing level 
adequate to cover expenses and make repayments on their loans. Interest and 
principal payments are scheduled in equal annual installments over the remaining 
30 years of the loan period. Since most borrowers have received several loans 
over a period of time, their total period of debt repayments to REA is substan- 
tially greater than 35 years. This frequently means that their debt service obli- 
gations will peak some time during the midpart of their loan period. From 1948 
to 1957, annual principal and interest due from electric borrowers increased from 
approximately $32 million to over $100 million. 

Loan security problems.—Since most of the borrowers have not yet reached 
their peak loan repayment period, any analysis of loan security must go consider- 
ably beyond the borrowers’ present position with respect to loan repayment. One 
measure is to compare the margin of revenue over expenses (including an allow- 
ance for replacements) with the maximum schedule of repayment that would be 
required if none of the payments were being deferred. This is most meaningful 
when assessed in terms of the weighted age of the borrower’s plant. On this basis, 
the debt service earned ratios of 141 borrowers fell below expectations as of the 
end of the fiscal year 1957, as compared with 138 as of the end of the fiscal year 
1956. There were 9 borrowers in default on payments due as of June 30, 1957, as 
compared to 10 as of June 30, 1956. 

REA works with borrowers to detect adverse trends and other unfavorable 
developments which might endanger loan security. Intensive effort is devoted to 
individual borrowers who are in financial difficulty or represent loan-security 
problems for other specific reasons. 

Electric sales program.—Except in unusual circumstances reductions in ex- 
penses are not of sufficient magnitude to solve loan security problems, and an 
increase in power sales is often the only practical answer. Also, increased usage 
of equipment besides resulting in an increase in power sales means a more highly 
diversified load and an improved load factor or greater kilowatt-hour sales per 
kilowatt of demand. The major effort of REA in this regard is in stimulating 
borrowers, borrower organizations, power companies, and manufacturing and 
sales concerns to get together and develop advertising and sales programs aimed 
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directly at the potentially huge rural market. Through this program consider- 
able progress has been made in promoting the increased sale and beneficial use 
of electric power in rural areas. This will materially strengthen the financial 
condition of REA borrowers. The increased use of power on farms in addition 
to bettering the financial condition of the borrowers is reducing the operating 
costs of farmers by use of this cheapest hired hand. 

Other program highlights.—During the fiscal year REA developed a long-range 
system planning guide for electric distribution systems. The new approach to 
system planning has had very favorable acceptance. It provides that the bor- 
rowers prepare a long-range system plan before large system improvements are 
installed to help insure that such facilities not only take care of immediate needs 
but have the potential for economical expansion to take care of the long-range 
needs. The objective is to achieve the most economical development of a rural 
distribution system which assures adequate service at the lowest cost to the con- 
sumer. Sound financial planning for the future accomplishes (1) orderly devel- 
opment of the system to minimize waste through lines and substations becoming 
inadequate early in their service life, (2) system expansion in a manner such 
that new investment in facilities is in step with load growth and revenue, (3) 
maximum use of opportunities to improve quality of service, (4) maximum use 
of anticipated developments in equipment design and application, and (5) a cor- 
relation of the various elements of the system—power supply, transmission, and 
distribution—so as to maintain reasonable economical balance between them. As 
loans are requested, the system plan will provide important information and aid 
in the development of data required in support of a loan application. In REA 
the applications can be processed more efficiently and in a shorter period of time 
where the supporting data can be analyzed and verified against a borrower's 
up-to-date long-range system plan. 

Fiscal year 1958 

The primary responsibility of REA is to safeguard the Government security 
for over $31% billion in loans already made. Attention must also be given to the 
extension of electric service to the remaining unserved areas as well as to meeting 
the needs for the ever increasing use of power on existing systems. 

Applications.—Electric applications on hand amounted to $154.6 million on 
June 30, 1957. During the fiscal year 1958, it is expected that an additional $380 
million in new applications will be received. Not all of these applications will 
become a part of the loan demand since many are withdrawn or returned to 
the field for reworking. 

Loans.—About 5 percent of American farms were without central station elec- 
tric service as of June 30,1957. Loans to provide service to these establishments 
involve increasing difficulties as more sparsely settled sections are reached. Ap- 
plications from the “thinner” areas require more detailed study of construction 
costs, probable revenues and operating costs. The problems of adequate and 
dependable power supply are great in sparsely settled areas where transmission 
distances are long. 

In addition to extension of electric service to remaining unserved rural people 
the use of electric power on all farms and in the rural areas is steadily increas- 
ing. Borrowers must increase their system capacities to be able to deliver the 
power required at acceptable voltages to over 4 million rural consumers. Loans 
are needed for such purposes as the installation of voltage regulators, new sub- 
stations, heavy conductor, poles, crossarms, and hardware, and for additional 
generation, and transmission facilities. Complex construction plans in accord- 
ance with comprehensive system planning studies must be worked out to assure 
that these system improvements are carried on in an orderly and economical way, 
and to assure the existence of an adequate, dependable, and economical wholesale 
power supply. 

A new loan authorization of $179 million is available for loans in fiscal year 
1958. This authorization together with funds carried over from the fiscal year 
1957 will be used to provide $280 million for loans in the fiscal year 1958. 

Loan funds advanced to borrowers.—Advances of loan funds are estimated at 
$240 million for the fiscal year 1958, to bring cumulative advances in the program 
up to about $3.2 billion by June 30, 1958. Unadvanced loan funds on June 30, 
1958, are expected to approximate $632 million. The amount of unadvanced 
loans is substantial because of the considerable time which elapses between the 
making of a loan and the final advance of funds when construction is completed, 
particularly for generation and transmission facilities and system improvements. 
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Consumers served and construction progress.—About 25,000 miles of distribu- 
tion line will be energized during 1958, bringing service to an estimated 100,000 
new consumers. It is estimated that 218,000 kilowatts of generating capacity 
will be installed. On June 30, 1957, loans had been made for about 66,000 miles 
of line not yet energized; loans through that date would provide service to 
about 497,000 consumers not then served. 

Loan repayments.—Borrowers’ loan-repayment schedules are increasing 
sharply. Repayments of record amounts loaned in recent years are now becom- 
ing due. With 5-year deferrals of interest and principal payments, cumulative 
loans through fiscal year 1952 of over $2% billion have already reached the 
repayment stage. On the basis of loans made through June 30, 1957, the figure 
will steadily increase to over $314 billion by fiscal year 1963. The total interest 
and principal due from borrowers is expected to increase from $110 million in 
1957 to about $135 million in 1960. Debt service requirements will continue 
to gradually increase for a period of years after 1960. REA must work with 
the electric borrowers in helping them develop to the point where they can meet 
these increasing debt service requirements. Intensive effort is devoted to bor- 
rowers who currently have unsatisfactory debt service earned ratios. 

Condition of physical facilities—Until recent years, borrowers have been 
operating plants which were substantially new and therefore have required 
little maintenance. As borrowers’ plants become older, effective technical op- 
erations and maintenance practices become increasingly more important. With 
the loads of many borrowers approaching system capacity, skillful operation of 
these systems takes on ever greater importance. In the fiscal year 1958 about 
70 percent of the borrowers’ systems will be over 5 years old and about one-third 
of these facilities wit be over 10 years of age. The soundness of the physical 
facilities and their operations is essential for the farmers to receive adequate 
service and the Government loan to be repaid. 

REA field engineers make surveys of the borrower’s physical plant to ascertain 
its condition and bring possible improvements to the attention of the borrower. 
Technical information is continually being developed by the engineering staff 
for borrowers’ use in important aspects of technical operations and maintenance 
to protect the properties that secure the Government loan. 

Organization and operational soundness of borrowers.—Continuous work is 
earried out with loan security borrowers in developing comprehensive manage- 
ment plans and assisting them in business and technical operations until they 
are back in sound operating status. Experience has shown that if sufficient 
attention can be given to these borrowers when the first indication of difficulty 
appears, serious future threats to loan security and probable losses of Govern- 
ment loan funds can be avoided. 

Increased borrower revenue.—The most effective way to improve a borrower's 
financial condition is to increase revenue. Substantial progress is being made 
in this direction through continued progress in the electric sales program. 

Other program highlights—The inadequacy of wholesale power supply in cer- 
tain sections of the country continues to be a major problem. To meet this 
problem may require new wholesale power contracts, integration of existing 
REA-financed power facilities with other facilities in the area or generation and 
transmission by REA borrowers. Nuclear power may meet some of the needs 
but it will probably be some time before it can feasibly be adapted to current 
day problems. REA personnel working with the power supply problems in rural 
areas are keeping abreast of developments in the nuclear power field. Their 
close familiarity with the needs of the REA borrowers will assure that borrowers 
will have the full benefits of nuclear power when it becomes a reality. 

Cumulative statistics—The cumulative figures presented in the following 
tables show the progress that has been made in the rural electrification program 
since its inception in May 1935: 
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TaBLe No. I.—E#lectrification—Loans 


[Cumulative figures] 


Date | Total net loans 


all purposes 


June 30, 1936 
June 30, 1937 
June 30, 1938 
June 30, 1939 
June 30, 1940 
June 30, 1941 
June 30, 1942_- 
June 30, 1943 
June 30, 1944 498, 811. 447 
June 30, 1945 524, 542. 502 
June 30, 1946__* fb 813, 914, 990 
June 30, 1947 1, 068, 436, 162 


$13, 903, 412 
58, 936, 217 
88, 172, 436 

227, 236, 949 

268, 972, 949 

369, 027, 621 

460, 180, 345 

466, 881, 323 


June 30, 1948 1, 381, 459, 261 
June 30, 1949 1' 830, 318. 858 
June 30, 1950 2 205, 470.314 
June 30, 1951 2, 427, 204, 114 
June 30, 1952 2 629, 925 






June 30, 1953 
Tune 30, 1954 
June 30, 1955 
June 30, 1956 
June 30, 1957 
June 30, 1958 (estimate). 
June 30, 1959 (estimate) 


730, 009, O85 
885, 932, 099 
050, 119, 414 
, 238, 250, 759 
, 536, 955, 428 
, 812, 855, 428 
, 985, 855, 428 


we w won prs 


No. Il. 


TABLE 


Electrification—Construc 


[Cumulative figures] 


Funds ad- Miles ener- 


Date 





vanced gized 

June 30, 1936 $823, 262 

June 30, 1937_.- 11, 864, 836 

June 30, 1938 60, 040, 810 

June 30, 1939 122, 337, 824 

June 30, 1940... 221, 287, 287 232, 978 
June 30, 1941 206, 395, 142 307, 769 
June 30, 1942 354, 616, 010 369, 129 
June 30, 1943 369, 152, 582 381, 747 
June 30, 1944__- 387, 630, 670 397, 861 
June 30, 1945 ‘ 427, 366, 738 424, 072 
June 30, 1946___ 514, 619, 844 474, 837 
Tune 30, 1947 704, 705, 701 546, 781 
June 30, 1948 950, 941, 658 666, 156 
June 30, 1949. _ 1, 272, 228) 526 839, 685 
June 30, 1950 1, 558, 887, 178 O18, 336 


June 30, 1951 

June 30, 1952 

Tune 30, 1953 

June 30, 1954 

June 30, 1955 

June 30, 1956 

June 30, 1957_. 

june 30, 1958 (estimate 
June 30, 1959 (estimate 


$27, 017, 836 
054, 591, 865 
, 262, 225, 801 


l 
I 
l 
l 
443, 754, 333 1, 315, 630 
| 
I 
] 
l 
] 


oD PoP PN 


600, 496, 268 
755, 235, 812 
941, 213, 434 
181, 213, 434 


, 471, 2138, 434 


, 419, 000 
, 440, 000 


Not available. 


TELEPHONE PROGRAM 
Fiseal year 1957 


Activities reached a new high during the year. 


the major achievements during the year are as follows: 
ipplications. 


Estimated 
miles of lines 
to be 
constructed 


13, 072 
54, 407 
80, 951 
209, 818 
251, 642 
356, 053 
409, 490 
414, 287 
448, S889 
471, 351 
672, 667 
811,019 
931, 467 
1, 097, 705 
1, 214, 702 
1, 286, 127 
1, 317, 279 
1, 351, 297 
1, 387, 441 
1, 411, 765 
1, 435, 478 
1, 460, 431 
1, 485, 431 
1, 501, 431 


‘liom 


Consumers 
served 












Estimated 
consumers 
to be served 





4, 903, 777 
5, 003, 777 


5, 065, 777 


Total kilowatt 


hours bille« 
(annual) 


() 
( 
( 


311, 479, 000 


10, 603, 286, 075 
12, 560, 298, ORG 
14, 947, 103, 217 
17, 788, 343, 000 


20, 664, 933, 000 
22. 870, 371, 000 
26, 500, 000, O00 
30, 000, 000, GOO 


The number of loans approved, 
amounts loaned, amounts advanced, route miles of line completed, and 
scribers served exceeded accomplishments in any previous year. 


sub 


Highlights of 


Applications continue to come in at a substantial rate during 


the year with the receipt of 280 applications totaling $87,201,000, an increase of 


about $11 million over applications received during fiscal y 


ear 1956. 


These were 


in addition to the $46,766,000 in applications on hand at the beginning of the 
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fiscal year. At the end of fiscal year 1957, applications on hand totaled $63,- 
048,000. 

Loans.—During fiscal year 1957, 221 loans totaling $81,729,000 were made, 
which included loans to 94 new borrowers. During fiscal year 1956 there were 
207 loans totaling $80,980,000 which included loans to 121 new borrowers. Net 
loans through June 30, 1957, amount to $391,139,542 and will provide funds for 
new or improved service to an estimated 863,329 rural subscribers, on an esti- 
mated 241,681 miles of line. 

Loan funds advanced to borrowers.—Funds advanced to telephone borrowers 
during fiscal year 1957 amounted to $72,940,248, an increase of about 35 percent 
over the advances for 1956. Cumulative advances through June 30, 1957, totaled 

226,748,656. 

Construction progress.—Construction during the year provided new or im- 

proved service to about 104,000 rural subscribers, on about 35,000 miles of line. 
On June 30, 1957, contracts and force account proposals had been approved for 
construction of about 36,000 additional miles. During fiscal year 1957, central 
office equipment installations were completed in 340 exchanges as cémpared to 
312 during 1956. 

Expedition of construction.—REA continued to encourage interest on the part 
of engineering firms to enter the rural telephone field and to acquaint borrower 
and engineering firm personnel with REA policies and requirements. Through 
these efforts, together with other contributing factors, the quality of the work 
of engineering firms has continued to improve. The standardization work of 
REA staff engineers, and the increased interest of equipment manufacturers in 
rural telephony as a market has helped to increase the pace of construction, This 
has been offset to some extent, however, by the limitations of the equipment ' 
manufacturers’ capacity and the availability of qualified engineers. 

Loan repayments.—As of June 30, 1957, cumulative principal and interest 
payments amounted to $7,870,505 as compared to $4,288,812 through June 30, 
1956. Advance payments totaled $409,946 while amounts overdue more than 30 
days amounted to $504,877. Among the principal factors accounting for this 
overdue amount is that the deferment period accorded early borrowers was for 
only 2 years. Furthermore, instead of placing funds under note periodically as 
they were needed, the entire amount of the loan was placed under note at the 
time the loan contract was executed. Construction delays, especially the long 
delays in delivery of central office equipment, produced a situation where bor- 
rowers reached the end of their deferment period and were due to make their 
first payment before their systems were completed. The deferment period on 
current loans is three years, and amounts are now placed under note to cover only ' 
eash needs during the ensuing 6 months or so, which should materially improve 
this situation. 

Borrowers in operation.—Many telephone borrowers face operating problems ' 
almost at the time of a loan, since they are either operating existing facilities or 
acquire operating facilities soon after the loan. Some borrowers have a combina- 
tion of new and existing facilities. Other borrowers start new systems and 
must develop a sound operating business and an adequate staff to carry out the 
daily operations. If borrowers receive the proper amount of attention from 
REA from the beginning, there is much less risk of serious loan security problems 
developing in the future. The extent of these needs is shown by the fact that 
operations work was carried on with 551 borrowers during the fiscal year 1957 
as compared with 466 the year before. In comparison, the number of borrowers 
who had cut over REA-financed facilities, rose from 227 on June 30, 1956, to 323 
on June 30, 1957. 

Loan security problems.—During the year intensive effort was devoted to 
individual borrowers who had not developed a level of operations adequate to 
assure loan repayment. These borrowers were helped with critical operating 
problems such as rates, operating budgets, personnel, connecting company agree- 
ments, etc. By helping or advising borrowers in matters such as negotiation of 
an adequate connecting company agreement they have been able to get more 
favorable terms that permit them to retain more of their toll receipts or pay 
less for such things as operator assistance service. This type of help from REA 
assists borrowers to put their operations on a sound financial operating basis. 
REA also has assisted borrowers in extending their service more rapidly in order 
to realize their full revenue potential as soon as possible and thereby improve 
their financial position. 

Other program highlights—Dnuring the year a project was begun by REA 
engineers which seeks to develop direct and speedy radiotelephone service 


ee 
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for isolated rural areas. Present equipment requires the subscriber to make a 
connection by voice communication with an operator. The object of the present 
project is to develop equipment that will work satisfactorily directly into dial 
telephone switching equipment. REA foresees many uses for the new equip- 
ment in rural areas. These include telephone service to isolated ranches and 
farmhouses where wire lines are costly and impractical; mobile subscriber 
service for farm, commercial, or industrial use in automobiles, trucks, and boats, 
and radiotelephone communications between the telephone office and its own 
mobile units for maintenance and operation. With the development of tran- 
sistors it may be possible for the fixed station radiotelephone to continue op- 
eration in electric power emergencies by use of a recently developed lifetime 
rechargeable battery. The equipment will be tested by REA engineers for a 
year or more to determine costs and quality of service. It is hoped that the 
tests will show costs substantially below those of wire line for isolated rural 
establishments while providing equivalent quality of service. 

Fiscal year 1958 

Since the inception of the rural telephone program in fiscal year 1950 loans 
have totaled almost $400 million. During this period the percentage of farms 
with telephone service has increased from about 38 percent to about 54 per- 
cent. There is an increasing interest in modern telephone service in the remain- 
ing unserved areas and in the improvement of service in those areas where pres- 
ent facilities are inadequate and do not meet the needs for modern 
communications. 

Applications.—Applications on hand at the beginning of fiscal year 1958 totaled 
$63,048,000. It is expected that additional applications totaling $100 million 
will be received during the fiscal year. 

Loans.—A carryover of about $32 million in unused funds from fiscal year 
1957 added to the new authorization of $60 million for fiscal year 1958 pro- 
vides a total of approximately $92 million in loan funds for the rural tele- 
phone program this fiscal year. Loans of about $80 million are planned for 
the fiscal year 1958. It is estimated that these loans will provide for new or 
improved service to about 120,000 rural subscribers on an estimated 40,000 
miles of line. Cumulative loans through 1958 will provide new or improved 
service to about 983,329 subscribers. 

Loan funds advanced to borrowers.—With the expected increase in our con- 
struction activities, advances of funds are estimated at $90 million in 1958, 
an increase of more than $17 million over 1957. The number of borrowers 
authorized for advance of funds will increase from 97 in 1957 to about 110 in 
1958. The cumulative amounts advanced will rise to about $316,748,656 by the 
end of the year. 

Subscribers served and construction progress.—<Activity is expected te increase 
substantially during the fiscal year 1958. It is estimated that 100 borrowers will 
cut over 1 or more of their exchanges in 1958, bringing total borrowers with 
exchanges cut over to 423; that 40,000 miles of line will be newly constructed or 
rebuilt, bringing the cumulative total to 143,000; and that 102,000 subscribers 
will get new or improved service during the year. It is estimated that by the 
end of 1958, about 429,000 rural subscribers will have received new or improved 
service through rural telephone loans. 

Expedition of construction and new development.—The rate of construction 
has improved as a result of improved engineering procedures and the require- 
ment for complete area coverage surveys prior to the granting of a loan. Private 
manufacturers are being encouraged to-develop and manufacture self-supporting 
cable, economical small central offices, and other equipment. New technological 
developments in carrier systems, microwave equipment, and voice repeaters hold 
promise for extending service to sparsely settled areas, where costs of wire line 
and other conventional equipment present difficult situations. 

Debt service payments.—The cumulative amounts of interest and principal due 
will rise from $8,063,166 through June 30, 1957, to about $13 million through 
June 30, 1958. : 

Work with borrowers.—The total number of borrowers will rise from 551 on 
June 30, 1957, to an estimated 650 by June 30, 1958. During fiscal year 1958, 
REA will have to devote attention to helping borrowers secure and develop the 
best management available and to attaining their maximum revenue point as 
rapidly as possible. Attention will be concentrated on delinquent borrowers and 
on those experiencing unsatisfactory or adverse financial trends. Many of these 
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borrowers lack experience in the telephone field or with the operation of modern 
telephone equipment. 

Cumulative statistics —The cumulative figures presented in the following tables 
show the progress that has been made in the rural telephone program since its 
inception in October 1949. 


TaBLe No. III. _ Telephone Loans 


(Cumulative figures] 


Estimated 


Number of 
Date borrowers | Total net loans | Miles of route} Subscribers 
line to be |toreceive new 
constructed | or improved 





or improved service 
June 30, 1950_- 17 $3, 426, 500 3, 948 16, 837 
June 30, 1951_ _- 113 41, 255, 000 | 41, 288 155, 816 
June 30, 1952 : 190 | 82, 260, 718 72, 563 251, 050 
June 30, 1953 219 | 118, 144, 218 88, 337 302, 597 
June 30, 1954 | 279 | 184, 578, 542 12 25 5, 576 | 410, 657 
June 30, 1955 351 234, 180, 542 | 51 | 515, 683 
June 30, 1956 | 106 | 312, 391, 542 | 201, 524 695, 389 
June 30, 1957 551 | 391, 139, 542 241. 681 863, 329 
June 30, 1958 (estimated | 650 470, 139, 542 281, 681 983, 329 
June 30, 1959 (estimated) -- 750 528, 639, 542 | 311, 681 1, 073, 329 
! ' 
TaBLE No, IV. Tele phone Construction 
[Cumulative figures] 
Miles of Subscribers 
Date Funds route line receiving new 
advanced constructed | or improved 
or improved service + 

June 30, 1950_- - 4 2 . : ie tay i 

June 30, 1951__ : x = = $155, 868 (2) (2) 
June 30, 1952_. 2 ; 7 7, 797, 218 204 1, 686 
June 30, 1953 ; . 31, 662, 022 &, 243 24, 729 
June 30, 1954 - ‘ ila 60, 102, 148 26, 541 85, 000 
June 30, 1955_. ST 99, 889, 134 45, 498 148, 000 
June 30, 1956__ q 153, 808, 413 68, 607 223, 000 
June 30, 1957_- cs 226, 748, 656 1 103, 000 327, 000 
June 30, 1958 (estimate) __ 4 ' _..| 316, 748, 656 143, 000 429, 000 
June 30, 1959 (estimate) ; . " 393, 748, 656 175, 000 526, 000 

! Estim 
2 Not av 





GOVERNMENTWIDE INTEREST RATES 


Mr. Wuirten. Mr. Scott, I would like to make mention of the fact 
that last year the executive branch sent up a message on interest rates 
on loans by all agencies which was referred to the Banking and Cur- 
rency Committee. That committee has taken no action to date. 

Last year, the Hiestand bill was introduced to raise rates on REA 
loans. ‘This was referred to the committee also. 


PRIVATE FINANCING FOR REA 


On February 4, 1958, we are advised that the President sent up an 
additional recommendation, the purpose of which would be to require 
the REA to obtain its money irae private sources with a Government 
guaranty on re payme nt. 

Frankly, after looking this matter over myself, I cannot see that it 
would benefit anybody except the money lenders. It is quite apparent 


1829 


on its face that it would result in higher cost to REA cooperatives, 
and as a result to the consumers in the REA system. 

Further, it would increase the cost to the Government, in that the 
liability of the Government would be increased by virtue of the fact 
that the Government would guarantee loans which would carry a 
higher rate of interest, all of which would be guaranteed by the Gov- 
ernment. 

In other words, here is a proposal which would give profits to the 
private money lenders. It would increase the Government’s operation, 
and increase the cost to the REA associations, and thereby to the REA 
consumers. 

There have been charges that there are many things in recent years 
that the administration has done which are directed in the same way. 

I would point out that for a period of time the Commodity Credit 
Corporation was required to finance itself from private sources at a 
greatly increased cost to the Government. 

I say os in advance because 1 want you to know my feelings, and 
I think it is concurred in by this committee. If you have anything 
to convince us that it would help to pay higher rates on funds fully 
guaranteed by the Government to the money lenders for the consumers 
of electrification on REA lines, and which may well increase the Gov- 
ernment obligation, I would be glad to have it. I doubt that you can 
do it. 

We would be glad to have your statement. 


(FENERAL STATEMENT OF THE Director or AGcricuntuRAL Crepir 
SERVICES 


Mr. Scorr. Thank you, Mr. Chairman. 
We appreciate this opportunity to again meet with you and discuss 
matters pertaining to the Rural Electrification Administration. 


LEGISLATIVE PROPOSALS FOR FININCING LOANS 


The President in his budget message recommended additional ap- 
propriations of $206 million for the rural electric and telephone loan 
programs and referred to legislative proposals which would be made. 

He spoke of the growing needs for electricity in rural areas which 
require additional generating capacity and heavier transmission and 
distribution facilities. The President stated : 

It would be in the public interest to broaden the sources of capital from which 
REA systems may obtain the financing necessary for continued growth and ade 
quate services to consumers. 

Mr. Warrren. I understand you are correctly quoting the President 
when he says: 

It would be in the public interest to broaden the sources of capital from which 
REA systems may obtain the financing necessary for continued growth and ade 
quate services to consumers. 

That. is, of course, the President’s statement, but I would like to 
know if you concur in that opinion; and if so, why do you believe it is 
in the public interest. 

Mr. Horan. Mr. Chairman, I wonder if we should not have the com- 
plete statement read, because if we are going to go through interrupt- 
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ing the witness it is not adding to our enlightenment, and we can inter- 
rupt him all through, but I think he should be given the privilege and 
courtesy of reading his entire statement. 

It may be we will have some of these things answered. 

Mr. Wuirren. I might say that when the chairman asks a question, 
he might profit a little bit if he were not interrupted too. I just asked 
a question, and I do not think it is a matter of discourtesy to the wit- 
ness to ask him a question. 

Mr. Scorr. Mr. Chairman, I do not know what the President had 
in his mind in making this statement. I do feel that there is some 
more information in this statement that certainly so far as I know 
constitutes the main reasons why these legislative proposals have 
been made, and I started off by saying: 

Mr. Wuirren. My interruption came ‘because that is a statement 
from the President, and I thought it appropriate to ask that question 
at this time. 

I can readily agree that you would not necessarily know what the 
President had in mind when he said it would be in the public interest. 

My question was for you to tell me why it is that you feel, if you 
do, that it is in the public interest. 

Mr. Scorr. Mr. Chairman, this legislative proposal in part pro- 
vides for authority to set up a revolving fund. That would have the 
effect of permitting the obtaining of financing in the open money 
market, based on the assets of this fund, which would include all of 
the loans that have been made—some $3 billion $500 million, all 
appropriated funds, the proceeds of the sales of bonds, all new loans 
made, the undisbursed balances of REA authorizations and all col- 
lections on loans. 

In. other words, it would avoid, to the extent that private money is 
obtained and used for loans, a further increase in the public debt 
for additional appropriation of Federal funds. 

Mr. Wurrren. May I interrupt you to point out that, while the 
listing of the public debt would be changed as a matter of bookkeep- 
ing. “But you agree, do you not, that it would increase the public 
liability on the debts that the public actually owed, the potential 
liability. Under this proposal the Government would be liable for 
these amounts that might be borrowed from other sources at higher 
rates of interest ? 

Mr. Scorr. Mr. Chairman, in title 3 proposal here, providing for 
a revolving fund, the securities would be issued against the fund. 
The collections that would be made from these loans would first be 
used to meet maturities on the outstanding bonds that are issued. 

Now, while there is always implied an obligation on the part of 
the Government, I believe that in this particular proposal there is 
no direct obligation on the part of the Government except to the 
extent that additional appropriated funds are made into this fund. 
In other words, Mr. Chairman, this is different than the other pro- 
posal also in this legislation for insured loans where there is a more 
definite liability on the part of the Government such as you have 
referred to. 
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VOLUME OF REA LOANS 


Mr. Wurrren. Tell me, Mr. Scott, if you can, what is the amount 
of money that the Government has loaned to various REA associ- 
ations, approximately ? 

Mr. Scorr. $3,600 million, as I recall. 

Mr. Wuirren. What security does the Government have now? 

Mr. Scorr. There are first liens on these rural systems. 

Mr. Wurrren. Under this revolving fund, considering the REA 
associations which sell bonds, who then would have first priority on 
this net value of the local association ? 

Who would have the first lien under that approach ? 

Mr. Scorr. The bondholders. 

Mr. Wurrren. The bondholders? 

Mr. Scorr. Yes; that is my understanding, Mr. Chairman. 

Mr. Wairren, Thus, the Government would be surrendering its first 
lien on the $3 billion plus of security that it now has in favor of the 
purchasers of these bonds, which would be private lenders; is that not 
correct ¢ 

Mr. Scorr. The fund, against which these debentures and bonds 
would be issued, would include all of the loans which are outstanding 
now, all new loans that are made from the proceeds of additional 
Federal funds and bond proceeds, the funds obtained from the sale of 
the debentures, and loan collections. 

In other words, it all goes into the common fund under this proposal. 
So that while it is true that the Government would be taking a second 
position on collections that come in from the outstanding loans to meet 
interest and maturities on the bonds issued. The experience has been 
so favorable on loan repayments, which I know you recognize, that it 
would seem that the risk to the Government of issuing these debentures 
would be a very moderate one. 

Mr. Wuirren. It would be up instead of down, as far as the Gov- 
ernment’s position is concerned, would it not? 

Mr. Scorr. I believe it would be limited, Mr. Chairman, to the extent 
that the maturities on these bond issues could not be met by the repay- 
ments on the loans made from those proceeds. I think that is rather 
remote. 

INCREASED INTEREST RATE 


Mr. Wuirren. Under this course that you recommend, have you 
given consideration to what the private utilities now pay for their 
money? What would be er estimate as to the increase in interest 
that would be paid by the borrowers—and that would be guaranteed 
by the Government to the extent that the Government is waiving its 
first lien on the present equity that the associations have in their facili- 
ies? Can you give us an estimate as to what that would be? 

Mr. Scorr. It apparently would be somewhere in the range of a half 
a percent more than the rate of comparable Treasury issues. That is 
the best estimate we have. 

Mr. Wuirren. What is that based on, Mr. Scott? That estimate, 
I mean. 

Mr. Scorrt. It is comments of men in the Treasury Department who 
are accustomed to handling such securities. 
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Mr. Wuirren. Could we have some of those statements included 
in the record at this point ? 

Mr. Scorr. Yes. 

(The information requested is as follows :) 


UNDER SECRETARY OF THE TREASURY, 
Washington, March 11, 1958. 
Mr. Kennetu L. Scort, 


Director, Agricultural Credit Services, Administration Building, 
Department of Agriculture, Washington, D. C. 
Dear Mr. Scorr: I have your request for a statement of the Treasury’s opinion 


as to possible interest rates on borrowing by the proposed Rural Electrification 
Administration revolving fund. 


The relation of interest rates on such borrowing to other securities would 
depend very largely on the terms of the legislation under which the securities 
are to be issued. With proper legal safeguards to insure market acceptance of 
the securities, the Treasury believes that under present money market conditions 
interest rates on the proposed revolving fund borrowing might well be in the 
neighborhood of one-half of 1 percent above rates which the Treasury would 
have to pay for comparable maturities. Because of market unfamiliarity with 
the securities of any Federal agency which has not borrowed before, initial 
issues may require a slightly higher rate, but market acceptance should bring 
rates on subsequent issues down to a spread of about one-half percent above 
Treasury securities. 

This opinion is based on a comparison of borrowing costs of the Federal Na 
tional Mortgage Association management and liquidation notes in recent years 
with comparable Treasury costs at the time those issues were put out. 

In the case of both of these agencies, no Federal guaranty of principal and 
interest is involved. The differential will vary, of course, from time to time as 
market conditions change, and it will also depend to some extent on whether 
short-time or long-term borrowing is being done. 

Sincerely, 
JuT.IAN B. Barro, Under Secretary. 

Mr. Wnuirren. Is this a move to require the rural users to pay 
increased rates, because of the interest some private utilities may i ave 
in an increase in the rate to rural subscribers: is that what was behind 
this move? 

Mr. Scorr. No, Mr. Chairman. I have certainly not heard that 
spoken of. 

Mr. Wuirren. You agree that that would be the effect ¢ 

Mr. Scorr. I believe that loan funds would cost somewhere in the 
neighborhood of half a percent more than the cost of money to the 
Treasury, with the proposed revolving fund. 

I do not know to what extent this might involve a rate increase 
to the consumers. 

A great many of these electric systems have operating margins 
that would permit them to pay this, say 3 percent or 314 percent 
interest on their borrowed funds and still not have to adjust their 
rates upward. 

Mr. Wurrren. Under present conditions, however, Mr. Scott, if 
the cooperatives are operating on that kind of a base, and are making 
a profi t, are they not under ob ligation now to pass that financial profit 
back to the subscribers by reductions in rates ? 

Mr. Scorr. Certainly that is well recognized cooperative method 
of doing business. 

Mr. Waurtrren. That is what they should do, is it not ? 

Mr. Scorr. I believe in them turning back to their members the 
earnings that they do not need; but I believe before earnings are 
returned on a patronage refund basis, it is generally the practice to 
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build up reasonable reserves and equities. Ordinarily it is the prac- 
tice of well managed cooperatives, such as these electrics, to charge 
somewhere in the range of competitive prices and to refund unneeded 
margins. 

We are speaking about the whole rate situation. I do not know 
what that is. I do believe, Mr. Chairman, that in the large number 
of these electric systems, that we are not proposing something here 
that would amount to or would require them to raise their rates to 
their consumers. 

Mr. Wurrren. Let’s go at it a different way. Any reserve that the 
local cooperative builds up is a part of the security to the Government, 
is it not? 

Mr. Scorr. Yes, sir; that is part of their assets. 

Mr. Wurrren. That includes their lines and equipment and facili- 
ties, plus any cash on hand? 

Mr. Scorr. That is right. 

Mr. Wutrren. So that is security to the Government—all of it ? 

Mr. Scorr. Yes. 

Mr. Wurrren. And that necessarily would cause them to have to 
increase rates to their consumers. 

ponent since their costs would be greater, they would either 
have to charge higher rates to their consumers or would meet the 
increase nd costs by reducing their reserves. That in turn would lessen 
the security which the Government has at the present time, would 
it not ? 

Mr. Scorr. It might work out that way, Mr. Chairman. 

Mr. Wurrren. How could it work out any other way? 

Mr. Scorr. For this reason—I think you cannot make a categori 
cal answer to that for this reason: Generally the purposes of these 
loans are the further improvement of their capacity. The projec 
tions that often come in in support of these loan applications in- 
dicate further increase in their operating revenues as these new fa- 
cilities are put to use, and the anticipated further increase in energy 
sales occurs. So I think it is possible to find examples where they 
could pay this higher rate of interest, and the benefits which would 
accrue to the system as a result of the added capacity might at least 
offset this cost. 

Mr. Wuirren. But if the costs were not increased, the added reve 
nues would give them more profit ? 

Mr. Scorr. That is right. I readily agree. That is correct. 

Mr. Wurrren. I am not trying to take issue with you as an indi- 
vidual. This committee has the “highest regard for you as an indi- 
vidual and for your service in the Department. 

But there is a basic issue here. I would like to ask you this question : 
does this represent your personal recommendation to the Committee, 
or is this a matter of administrative policy, to which you, of course, 
must conform as long as you hold your present position, Mr. Scoit ? 

Mr. Scorr. Mr. Chairman, these are administrative proposals. I 
think this is a step in the direction that the Congress has taken ~— 
other systems that in the past have initially been financed entirely by 
Federal funds. TI am thinking of one such instance, the Farm Credit 
Administration. 
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[t was set up and almost completely financed by the Government, 
until it became established and could without any detriment to its 
services start using private money to a greater extent. I think that 
there is this advantage to the electric cooperatives, Mr. Chairman: 
as I see this whole picture, and I certainly don’t represent myself as 
knowing it in great detail, but from what I hear from Mr. Hamil and 
his associates, there is undoubtedly going to be a further increase in 
nonfarm loads. 

I refer to the more profitable loads. TI think it is in the interests 
of rural communties that these systems have the opportunity to serve 
all consumers within their territory. I think the public will expect 
fs air competition between these systems and private utilities. 

They now serve small industries and sometimes a little larger, but 
some of them are charged with unfair Government interest rate 
subsidy. 

I think to the extent that these systems can use this private Se 
and go ahead and carry out their purposes, that this would really be 
to their best interests. Also they would be better able to go out and 
scrap for the business on a fair competi ive basis. 

Mr. Wutrren. Let’s review what you have just said. 

You have said that to increase the cost of money to the cooperatives 
would improve their competitive situation with private utilities. 

I cannot believe that you believe that, Mr. Scott. 

Mr. Scorr. I do not put it on that basis—the additional cost al- 
though it is involved. From my understanding of the situation, 
many of these good electric cooperatives are in a position to take this 
added cost in their stride. 

Mr. Wrirren. Do you mean to tell me that the competitive situa- 
tion of REA systems, where they do compete with private utilities, 
would be improved by r: using the cost of money to the cooperatives? 
You do not mean that, do you? 

Mr. Scorr. I think that there is real advantage to farmers’ coopera- 
tives being able to do business like the other merchants up and down 
Main Street. We have seen a good many examples, Mr. Chairman, of 
the management and members of such cooperatives being mighty proud 
when they got to the place where they could do that. And it was not 
harmful to them, either. 

Mr. Wurrren. Then you would lead us to believe that this thought 
originated with the cooperatives—that they wanted this privilege and 
wanted to pay more money / 

If that isa fact, T would like to know the names of them. 

Mr. Scorr. I didn’t mean to imply that. I didn’t mean by these 
examples to refer to electric cooperatives. I meant other farmers’ 
cooperatives. 

Mr. Wuirren. Of course, it would help the standing of the private 
utilities if the cooperatives had more cost put on them, so that they 
couldn't have the same competitive advantage that they now have over 
the private utilities: isn’t that what vou said ? 

Mr. Scorr. I didn’t have that in mind. 

Mr. Wurrren. I am not trying to put words in your mouth. It is 
natural for business to wish the costs of the competitors to be high. 

Mr. Scorr. I would say this, Mr. Chairman, that I have seen a good 
many instances of farmer cooperatives that I worked with a good many 
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years, when the day came that they finally paid off their Government 
and became what they described as one of the local merchants, with the 
same privileges and the same responsibilities of taxpaying and other 
things, that was one of the biggest celebrations in that whole county, 
and they were mighty proud of it. 

They were the same kind of fine agricultural leaders that are on the 
board’s of these electric c¢ ooperatives. I haven’t talked with many of 
them about this, but I think that is pretty much the way the people who 
are cooperative-minded feel and react to being able to go ahead and do 
business as their neighborhood merchants do. 

Mr. Warrren. Mr. Scott, I would not find fault with et who 
wanted to take the position, that the REA should pay what the Govern- 
ment pays, or if they wished to, that REA cooperatives should pay the 
same rate that private utilities do, so as to have a fair competitive situa- 
tion—judged from the standpoint of the utility company, I mean. 
But, if you take that position on this proposal, I don’t believe there is 
any way for you tosay that to raise the costs of cooperatives would help 
them, though of course it might help the utilities at points of real 
competition. 

To raise the costs of the cooperatives would not help the Govern- 
ment, either, especially where the Government holds first lien on such 
REA’s. Certainly, it would have the general effect of leading to in- 
creased rates to the consumer. If the co-ops had a higher cost than 
they now have, they would not be competitive with the private utilities, 
and the situation would be worse than it is now, viewed strictly on their 
ability to compete. 

Now, if a man wants to take the view that you should raise the rates 
and let the public and the consumer pay it, because it is unfair for 
them to have reduced rates, and if a man believes that you ought to 
jack them up to the point where they are strictly on the same level 
with private utilities, I can see how he might take that position. But 
if he takes it, I think he ought to say so. 

Mr. Scorr. Mr. Chairman, I don’t hesitate to take a position on how 
I feel about this, but I am not advocating any increased rates as a re- 
sult of this proposed use of private funds. 

I am not thinking that and I don’t believe the administration con- 
templates that in this proposal. Tam expressing to you the impression 
that I have, that to the extent that this private money is supposed to 
be used here, it can be used by many of these electric cooperatives and 
they can move ahead and do business in a very fine way without rais- 
ing their rates. 

Mr. Wuirren. No, I can see that you don’t. And I can see that 
the administration does not talk about that. But this is bound to result 
in higher costs, which means less profit, unless they have higher rates. 
Taken another way, it results in higher costs which depletes the re- 
serves and lessens the Government’s security. 

Mr. Scorr. Mr. Chairman, I honestly don’t agree that that is the 
way it is going to work in every instance. As I mentioned before, I 
think that there will be—I don’t know how many instances, but I am 
sure a good many where the loans provide for increased capacity and 
they project increased operating revenue; as a result of that, the in- 
creased revenue would offset this interest rate increase. 
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I haven’t seen any figures that would cause me to believe that in 
every instance it is e ither going to result in a higher consumer rate 
or a depletion of reserves. ] don’t believe it would work out that way. 

Mr. Wuirren. All right, Mr. Scott, but now let’s get right down 
to this. There isno way you can hedge on this question, at least I don’t 
believe you can. You wouldn’t tell me that a cooperative could make 
more money paying a 314-percent-interest rate that it could paying 
2 percent, would you ? 

Mr. Scorr. No, sir; and my answer is not so intended. 

Mr. Wurrren. Now, proceeding to another facet of this proposal, 
do I understand that not a single cooperative to your knowledge has 
requested this provision in the legislation. Do you know of one which 
has? 

Mr. Scorr. I have seen no evidence of that, Mr. Chairman. 

Mr. Wuirten. Do you know of anyone other than the private 
utilities which has advocated this? 

Mr. Scorr. My discussions have been within administrative chan 
nels, Mr. Chairman. There has been no one talking to me about this 
except the people within the administration. It seems to me, how- 
ever creat this is clearly a proposal that is entirely in line with ac- 
tions which the executive branch and the Congress have taken in 
aes instances and with very fine results for all concerned. 

Mr. Wurrren. Did I understand you that the outstanding indebted 
ness to the Government by the REA cooperatives is over $3 billion? 

Mr. Scorr. I believe the total loans are $3.6 billion but I think I 
had better have someone else answer that more exactly. 

Mr. Wurrren. You can correct the record. I wanted it in round 
figures. 

“Mr. Scorr. All right, sir. 


RESULT OF INCREASE IN INTEREST RATES 


Mr. Wuirren. Those cooperatives are obligated to repay that at 2 
percent. If you were to have a 314 percent interest, which it looks 
like you would probably charge if you had this legislation, have you 
figured out how much increased cost the REA themselves would have ? 

If you have the figure, I would like to have it, and if you don’t have 
it, I wish somebody would figure it out. It would be 1 and 14 percent 
interest times $3,600 million. 

That difference would be the profits that the private money lenders 
would get if this legislation were passed. 

Mr. Anperson. It would be $54 million. 

Mr. Wuirren. It would be $54 million more that the cooperatives 
would owe, and a third of that would be $18 million that the private 
money lenders would get. They would have no risk because behind it 
in one case they would have a flat guaranty by the Government and 
on this revolving-fund approach, they would have a prior lien on all 
their facilities and lines that the Government now has first lien on. 
So this figure of $18 million is without any risk at all to them, as I see it. 

Is that the way you figure it? 

Mr. Scorr. Mr. Chairman, I haven’t figured that. I think your 
calculations must be right. 
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Mr. Wuirren. Now, the folks who have been wanting this Congress 
to raise the interest rates in this program are not the farmers them- 
selves, I don’t believe. 

Now that the system is going well, apparently there is considerable 
pressure from other groups to raise the rates. I understand that. 
But I wanted to develop in the record that it would increase the 
Government’s obligation on the one hand and cause the Government 
to waive its prior hen on the other hand. 

It reduces the earnings of the cooperatives in the future, if they did 
not increase rates to the consumer. It is quite apparent that no 
cooperative has asked for it and none of the REA associations have 
asked for it, yet here it is that we are faced with it. 


AUTHORITY OF THE ADMINISTRATOR 


I would like to call your attention to the REA Act. I want to read 
from subchapter 1, title 7, page 600 of the United States Code, section 
901, Rural Electrification Administration, Administrator: 

There is created and established in the Department of Agriculture an agency 
of the United States to be known as the Rural Electrification Administration, all 
the powers of which shall be exercised by the Administrator under the general 
direction and superivsion of the Secretary of Agriculture, who shall be appointed 
by the President. 

Several people have raised the question with me that under your 
present policies the Administrator does not have the final say as 
provided in the statute, but that certain applications which come in 
go tothe Assist: ant Secretary for review. 

This act does not say the Administrator’s action shall be subject. to 
review or ratification by the Secretary of Agriculture. It just says 

“under the general direction and supervision,” which raises a strong 
question in my mind as to whether there is any authority whatever 
for you or the Secret: ury, or anybody else in the Department, to veto 
or ratify Mr. Hamil’s decisions as Administrator. 

I would like for you to tell us what your version of that is and on 
what basis you act. 

Mr. Scorr. Mr. Chairman, I will be very glad to do that. 

A while back, I asked the Administrator if he would send over to me 
the applications for loans amounting to $500,000 or more. I wanted 
to look them over and get more familiar with the business, so that I 
might be in a better position to talk with him about the general policies 
of REA. 

Perhaps I should have said, first, I have been directed by the Secre 
tary of Agriculture to work with REA, and the Farmers’ Home Ad 
ministration in general policy matters. 

Now, the Reorganization Act, with which you are familiar, un 
doubtedly gives the Secretary of Agriculture the authority and re 
sponsibility of working with the several agencies of the Department 
including the REA. 

There has been no veto of the Administrator’s actions. There has 
been no lessening of his responsibilities in this connection or in any 
respect. 

Mr. Wuirren. There are many laws that I don’t like, and there are 
lots of laws that other people don’t like, and some people don’t lil 
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the REA Act. I spoke against this authority of the Secretary of 
Agriculture to reorganize. I thought it was entirely unsound. The 
proponents said they have great confidence in Mr. Benson. I did not 
make my objection based on Mr. Benson as an individual. But, as I 
tried to point out, you don’t know how long Mr. Benson will be Secre- 
tary of Agriculture, and you don’t know who will be the Secretary of 
Agriculture in the future. So I think this becomes doubly important. 

T don’t believe there is a single provision in the law that gives you 
or Mr. Benson or Mr. Eisenhower the power to veto the deci ‘isions of 
the Administrator. 

The question I raised is not based on any particular application or 
any particular action. I am referring back to the basic law, which, 
in my judgment, will have to be changed before there will be any 
authority for you to perform in this field. 

Mr. Scorr. Mr. Chairman, I am not attempting to pass on applica- 
tions. I only review them. If I have questions about them, and I try 
to keep my questions in the broad policy field, we talk about them, but 
in every instance the Administrator under delegation from the Sec- 
retary has the complete authority to make the decision independently 
himself just as provided in the act 

Mr. Wuirren. Iam glad to have that. 

Mr. Mynarr. Mr. Chairman, Reorganization Plan IT of 1953, pro- 
vides that the authorities vested in the agencies or officials of the De- 
partment are thereby transferred to the ‘Secret: iry of Agriculture. 

The authority to carry out the Rural Electrification ‘Act was then 
in turn delegated by the Secretary to the Administrator. 

Mr. Wuirren. Is it true, Mr. Mynatt that, in connection with your 
justifications and recommendations to the Committee on Agriculture 
you pointed out that nothing in this act would in any way jeopardize 
or affect the operation of the REA? 

Mr. Mywnarr. Yes, sir; that statement was made and also that if 
there was to be any ma a change [as authorized under the reorgani- 
zation plan |, Congress would be consulted. 

Mr. Wuirren. So you haven’t taken this action yet? 

Mr. Mynatr. No; we haven’t. 

Mr. Wuirren. It leaves it where this act as I have read it is still 
in effect in that regard. 

Mr. Mynarr. Yes. 

Mr. Wuirren. Mr. Scott, how long have you been in the De- 
partment? 

Mr. Scorr. Since 1934 with Farm Credit, although they were in and 
out of the Department. 

Mr. Wurrren. How long have you been in the position where you 
are working with the REA ? 

Mr. Scorr. Since May of 1954. 

Mr. Wurrren. I will ask if any of you gentlemen here have heard 
of a single instance, where any Congress, Democratic or Republican, 
has failed to make adequate money available through the present 
procedures to meet all the requests of the REA’s that were approved 
by the Administration of the Rural Electrification Act. Has there 
ever been a time that anything that the Administrator wished ap- 
proved wasn’t done by the Congress ? 

Mr. Scorr. Not that I know of, Mr. Chairman. 
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Mr. Wuirren. Is there anybody else who knows of such a thing? I 
think the committee would like to know that. 
You may proceed. 


BASIS FOR LEGISLATIVE PROPOSALS 


Mr. Scorr. Since these legislative proposals would provide au- 
thority to obtain private funds to meet part of the loan requirements 


for fiscal year 1959, I have assembled information regarding them 
which I hope will be helpful to you. 


The reasons for these legislative proposals are : the changing charac- 
teristics of rural areas; the large amounts of new capital that will be 
needed by the system to meet the future electric and telephone require- 
ments; the growing internal soundness of borrower operations; and 
the demands on the Federal Treasury for national security and defense 
requirements indicate that the time has arrived when the REA systems 
should be enabled and encouraged to start using some private funds to 
finance their loan requirements. 

Since this rural electrification program was started about 22 years 
ago there have been great changes in most of the rural areas of the 
country. The electric program and in more recent years the telephone 
program have been major factors contributing to the unprecedented 
growth and development of rural areas. These systems have brought 
immeasurable comforts and benefits as well as essential services to 
rural communities. These benefits have not been confined to rural 
areas but have extended out into the general economy of our country. 
A major purpose of the Rural Electr ification Act was to provide cen- 
tral station electric service to rural areas that did not have such service. 
Most all rural areas now have central station service. About 95 per- 
cent of the farms now have such service. A very substantial part of 
this improvement is due to the Rural Electrification Act. 

The small percentage of the rural areas that now do not have central 
station service consist of sparsely settled om small isolated com- 
munities, or very low income areas. We believe that every feasible 
effort, including all justifiable Federal assistance, should be made to 
assist the rural families in these areas to obtain the benefits of modern 
telephones and electric power. 


EFFECT OF RAISING INTEREST RATE 


Mr. Wurrren. Mr. Scott, let me interrupt you again, because I think 
these points should be made as we come to them. 

These REA’s have paid back to you through the years a portion of 
their earnings. But they have always held back a portion of their 
earnings and used that portion to spread their lines through the 
sparsely settled areas, so as to give wider area coverage. This they 
are required to do in consideration of the interest rate charged them. 

Private utilities could not do this, so they say. But now here yeu 
advocate that we raise the interest rate which the REA cooperatives 
would have to pay, which naturally increases their cost, which nat- 
urally leaves them with less profit unless their consumer rates are 
raised. And at the same time that will affect the ability of these 
cooperatives to serve these sparsely settled areas, because that ability 
is entirely dependent on their net income position: is it not? 
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Mr. Scorr. In all instances, Mr. Chairman, under the terms of the 
act there must be a feasibility determination made. Of course, that 
gets into the income opportunities and costs and from that a deter- 
mination is made. 

Mr. Wuirren. The point I am making is that it looks to me like 
this program is i ine conflict with the earlier part of your state- 
ment where you tata these recommendations. 

Mr. Scorr. We do not feel that there is, Mr. Chairman, for this 
reason: As I mention in this statement later on, there is a great differ- 
ence in the extent to which these systems have been able through op- 
erating margins to build up financial strength with which to further 
extend their services that you have just referred to. 

Some of the necessary things that these systems will need to do 
will continue to be financed with appropriated funds under these pro- 
posed amendments. 

Mr. Wauuirrten. There is just one major point which concerns me in 
this whole thing, and that is this: T don’t see how vou could be com- 
fortable to be forced to argue that raising the cost of money to anv 
borrower could improve his competitive situation, could improve his 
income, or do anything else beneficial to that borrower. 

I can see that natur: ally the private power companies would welcome 
it. I can see that, if I were operating a private utility, and if I were 
a stockholder in a private utility, I would want to raise the rates too. 
But from this side of the table I don’t see how you can say that it 
would benefit the borrower. 

Mr. Scorr. Mr. Chairman, doesn’t it get back to the fact that costs 
for us individually and to businesses generally do go up and down? 
They have been on the upgrade here lately, and we found ways to 
meet those conditions. That is basically what is involved here. I 
think some of these systems can do that. 

Wuirren. You may proceed with your statement, Mr. Scott. 


EXPANSION OF REA FINANCED ELECTRIC SYSTEMS 


Mr. Scorr. When the REA financed electric systems were first es- 
tablished their service areas were strictly rural communities. In fact, 
for manv vears their main business was furnishing service to farm 
ers. Durine recent years growth in the number of non-farm 
residences. industries, commerce, recreational, and other nonfarm 
developments and activities locating in rural areas have changed the 
character of many of the service areas. 

These rural electric svstems are adding about 100,000 new consum 
ers annually with nonfarm rural consumers outnumbering farmers 


S 1. About half the power sales now are made to nonfarm con 
sumers. It would appear that sales to nonfarm consumers will con 
stitute an even greater percentage of total sales in future vears. The 


nonfarm loads have assisted these rural systems to improve their fa 
cilities and operating position : ind strengthen the security for the 
Federal loans. In m: ny instances nonfarm loads have prov ided addi 
tional income needed to justify the extension of service into high- 
cost areas. In other eek nonfarm loads have further strenoth 
ened well established and strong rural systems. 

In rural areas power use has been increasing 100 percent about every 


5 to 7 years. It has been estimated that capital funds needed to 
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finance the growing demand for electric oe in rural areas dur 
ing the next generation will far exceed the $314 billion loaned by 
the Federal Government through REA during i its first 22 years of 
operation. 

The rural electric systems financed by REA have a splendid loan 
repayment record including a present balance of more than $117 
million voluntarily paid in advance of maturities. 


REA COOPERATIVES 


The rural electric cooperatives have made marked improvement in 
their aggregate net worth and margin of operating income. Four 
years ago the electric borrowers had an aggregate net worth of $161 
million, or 8 percent of their total assets. Since then their net worth 
has more than doubled to $578 million which amounts to 1314 percent 
of the aggregate assets of these systems. There is only one major 
delinquency among the more than 950 electric systems. 

There is a wide range of individual cireumstances represented in 
these total system figures, .\ large number of the electric systems still 
have quite modest net worth and only moderate margins of income. 
There are many systems, however, that have a substantial margin of 
income which is enabling them to secuinniai net worth and other 
financial strength. 

Most all systems are being well maintained. A large percentage 
have made extensive improvements and enlarged their capacity sub 
stantially durimg recent years to meet a much heavier demand. The 
$600 million of undisbursed loan commitments which is now available 
to particular electric systems (and $160 million to te lephone borrow- 
ers) to complete approved construction plans will greatly increase the 

capacity to serve future power requirements. The estimates sub- 
mitted by the individual systems m support of their improvements 
and extensions indicate that their operating margins will be further 
improved when the contemplated increased power sales are realized. 

The wholesale cost of power purchased by the rural electric systems 
dropped in the year 1957 to its lowest level—7.1 mills a kilowatt-hour 
on the average. This, plus increased use, brought a drop in the aver 
age retail rate paid by farm and residential users to an all-time low 
of 2.75 cents a kilowatt-hour. 

The rural electric cooperatives have grown to the strongest financial 
and service position in their history. We recognize, however, that 
some of these electric and telephone systems will need financial as- 
sistance on favorable terms to provide the intended services especial- 
ly in certain low income or sparely settled rural areas. The recom- 
mended additional appropriation of Federal funds is to help meet 
(hese special problems. 

All systems will continue to have the benefit of their outstanding 
loans made at the statutory rate of 2 percent interest which usually 
are amortized over a 35-year period. This will apply also to the un- 
disbursed loan commitments amounting to $600 million for the elec- 
tric systems and about $160 millien for the telephone systems. The 
funds may be drawn by the particular borrowers as their REA ap- 
proved construction plans progress. 
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EXAMPLES OF LOANS MADE 


To illustrate the financial strength of these rural systems and to 
show the type of loan requests and loan purposes that are being han- 
dled currently by REA, I will now refer to a few actual loan ex- 
amples. 

Examples have been selected which show the range of conditions 
from systems with a very low operating margin to those with strong 
margins and financial strength. With the help of the Administra- 
tor’s staff it has been determined that there are many other systems 
which are in many respects similar to these examples. To respect 
the confidential nature of these loan applications I will try to avoid 
remarks that might identify the particular system. For the same pur- 
pose I will use approximate and rounded figures generally. 

Each example is an actual loan that has been approved by the 
Administrator during the past few months. Before being presented 
to the Administrator for dec ision all Joan applications are carefully 
investigated by experienced engineers and other specially trained 
technicians. A feasibility determination is made. Compliance with 
the provisions of the Rural Electrification Act is verified. The Ad- 
ministrator’s legal advisers specify necessary legal requirements. 

In presenting ‘these ex amples I will refer to the debt service earned 
ratio percentage. This is a computation which the administrative 
staff uses when analyzing loan applications and in servicing out- 
standing loans. It is a measure of the debt-paying ability of bor- 
rowers. Debt service earned ratio, DSER, shows for a particular 

2ar the amount of cash revenues available for debt repayment. This 

alia is computed by deducting from total revenues the operating 
expense, including estimated repl: ucement equal to 1 percent of the 
utility plant in service and dividing the remainder by the annual debt 
service computed at the maximum rate. For example, a DSER of 
150 percent as of December 31, 1957, means that the system had for 
the year 1957 net cash revenues of 50 percent more than the maxi- 
mum annual repayments due on all outstanding REA loan balances 
after taking care of all operating costs and a 1-percent allowance for 
plant replacement. 

Electric borrower A: This is an example of a system in a weak finan- 
cial condition. Its first lines were energized in 1948—so it has been 
operating only about half as long as many of the-REA-financed sys- 
tems. It has a net operating deficit of $14,600—thus a minus net 
worth. At the end of last December there were 48 other systems which 
also had a net operating deficit. 

This system is located in a part of the Great Plains that is mainly 
a livestock range area of large ranches. It has 800 miles of line 
serving 850 consumers. About one-third of its energy sales are to 
ranch and residential consumers who use about 300 kilowatt-hours per 
month. The remaining two-thirds of sales are to commercial and 
industrial loads—primarily oil and gas pumping. These nonfarm 
loads have helped greatly in extending service into a sparsely settled 
area. Also they are helping the sy stem to reduce its operating deficit. 

The last loan of $175,000 was to construct 50 additional miles of line 
and increase “its capacity to a service load of 1,000 consumers an 
average of 350 kilowatt-hours per month.” REA loans now total 
$1,700,000. The system has a DSER of only 68 percent. 
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Electric borrower B: This borrower serves an area in the Great 
Plains. It is a range cattle-producing area, with limited production 
of grain crops. Farms and ranches average more than 1,000 acres. 

The initial energization took place in 1948. Average usage of elec- 
tricity is about 225 kilowatt-hours per consumer per month for farm 
and residential consumers. The cooperative has accumulated a net 
worth of 0.5 percent during its almost 10 years of operation. The 
average revenue per month amounts to $11 per mile. 

A recent loan of $550,000 will bring the total loans to this coopera- 
tive to $3,600,000 for a total of 2,080 miles with 2,175 consumers. The 
system, when completed will have the capacity to serve its consumers 
290 kilowatt-hours per month, excluding the power requirements for 
irrigation pumps and other large power users, which are expected to 
be 12 percent of total power requirements. 

DSER is 98 percent. 

Electric borrower C: 

This cooperative operates in an area of small farms with low incomes 
and limited opportunities for off-farm employment. It is an example 
of a system making steady financial progress with a high density of 
consumers and relatively low plant investment per consumer. 

Initial energization of this system’s lines occurred in 1939. It has 
2,100 miles of line which serves 10,000 consumers. Farm and residen- 
tial usage of electricity averages 150 kilowatt-hours per month. 
Eighty-five percent of the energy sales are to farms. It has a net 
worth of 16 percent. Monthly revenue is about $22 per mile of line. 

This borrower has received REA loans totaling over $5 million. The 
last loan of $520,000 was for member connections. When all construc- 
tion provided by the loans is completed, the cooperative will have 2,200 
miles of line with the capacity to serve existing and about 2,000 addi- 
tional consumers an average of 180 kilowatt-hours per month per con- 
sumer. 

DSER 145 percent. 

Electric borrower D: 

This cooperative is located in the southern Great Plains. Cotton, 
range cattle, and soybeans are the principal sources of farm revenue. 

The cooperative was energized in 1939. Somewhat less than 50 
percent of the energy sales are for farm usage including irrigation 
pumping. Farm and residential usage of electricity averages about 
185 kilowatt-hours per month. Small commercial consumers, includ- 
ing waterworks, cotton gins, gas plant, gravel pits and parks, account 
for about 50 percent of the energy sales. 

Total REA loans to this cooperative are $4,600,000 for 2,000 miles 
of line to serve 4,400 consumers. The most recent loan was for 
$1,500,000, consisting of new distribution facilities to add 260 miles 
of line to serve 500 consumers, and for system improvements. The 
capacity of the system will be 280 kilowatt-hours per consumer per 
month exclusive of irrigation, oil wells, and large powerloads when 
all construction is completed. 

The cooperative has a net worth of 18 percent. Monthly revenue is 
$21 per mile of line and DSER is 148 percent. 

Electric borrower E: 

The cooperative serves a dairy and general farming area in the 
North Central section of the country. 
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Initial energization of the cooperative’s lines occurred in 1937. The 
cooperative is serving 11,700 consumers over 2,700 miles of line. 
About 40 percent of the energy sales are to farm consumers. Farm 
and residential usage averages 240 kilowatt-hours per month. ‘Town 

residences account for about 20 percent of the tota] sales. Commer 
cial consumers buy about 30 percent of the energy. 

REA has loaned $6,400,000 to this borrower for 2,800 miles of line 
to serve 14,000 consumers. The last loan to this borrower was for 
$1,500,000 to build 150 miles of line and serve about 2,000 consumers. 
When all construction is completed, the system will have capacity 
to serve farm and residential consumers an average of at least 575 
kilowatt-hours per month. 

The cooperative has a net worth of 26 percent. Monthly revenue is 
$53 per mile of line and the DSER is 199 percent. 

Electric Borrower F 

F is an example of a successful system that serves a productive 
agricultural area with a large rural population and small farms. 

Initial energization of this system took place in 1938. Service is 
now provided to 25,000 consumers over nearly 4,000 miles of lines. 
Farm and residential usage of electricity averages 160 kilowatt-hours 
per month. All electric sales are to farm, residential, and smal] com 
mercial. There are no larger power or industrial loads. The growth 
in the usage of electricity has been moderate, but the high density 
of consumers has contributed to a sound financial operation. The net 
worth is nearly 40 percent. The revenue per mile is $32 per month. 

A recent loan of about $1 million to increase capacity will bring 
total loans to more than $8,500,000. The facilities when completed 
will total 4,300 miles of line with capacity to serve the existing 25,000 
consumers and approximately 3,000 additional consumers with an 
average of 180 kilowatt-hours per month. 

DSER 225 ) percent. 

Electric borrower G: 

This is a large completely integrated publicly owned electric utility 
system. REA has made loans to only a very few such systems, but 
the loans tend to be rather large. 

Most of the energy furnished by this particular system goes to 
urban and commercial consumers. The extension of electric service 
on an area coverage basis in the rural portion of the system is being 
accomplished through REA loan funds and income from the over all 
utility operations, with a guaranty of minimum return. Revenue 
bonds are pledged as security for REA loans. 

The agricultural portion of the borrower’s service area is densely 
popul: ited. Energization of the first REA-financed lines took place 
in 1952. Service has been extended to 26,000 rural consumers. 

REA recently made a loan to this borrower amounting to about $11 
million, bringing the total loans to about $24 million. On completion 
of construction of all of the REA-financed facilities, the borrower 
will have one 44,000-kilowatt steam-generating plant along with 50 
miles of transmission line, and 3,000 miles of distribution line to serve 
53,500 consumers. 

The REA-financed portion of the system makes up a part of the 
overall operations consisting of 19 hydro and 4 steam electric plants 


along with transmission and distribution facilities to serve 405,000 
consumers. 
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The system is in strong financial position and has a good margin of 
operating income. W ith the exception of the REA loans, all financing 
has been from private sources of credit on terms custom: ry for such 
utility financing. 

I have six examples of telephone borrowers that have been selected 
in a manner similar to the electric borrowers and for the same genera] 
purposes. There is this difference, the telephone examples show the 
six types of organization or ownership that comprise practically all 
of the telephone borrowers. During the last year or so there has been 
a very noticeable increase in the inquiries and applications from the 
larger independent companies. 

Telephone borrower A—Newly Established Cooperative : 

Newly established cooperative was formed by purchasing for $452 
a small commercial company serving 226 subscribers from four obso 
lete magneto exchanges. <A loan of $528,000 was made to completely 
rebuild and extend modern dial service to 899 rural subscribers. The 
investment of $615 per station is comparatively high, but not untypical 
of such costs in areas of this type. The initial multiparty rural rate 
of $4.50 may need to be increased to compensate for rising maintenance 
costs. 

The service area is about 50 by 60 miles. This is a general farming 
area with much of the land devoted to grazing. 

Telephone borrower B—Cooperative formed from an old mutual 
company : 

Two loans, totaling $1,065,000, were made to this cooper: ative to 
serve 2.167 subscribers from 5 exchanges. The initial organization 
was a lonee-entahs ished mutual company serving 2 exchanges on a 
magneto basis. These additional small companies, 1 exchange each. 
were acquired for $30,000, and the facilities are being completely 
rebuilt to provide modern dial service. The service area is com 
pletely rural, rather mountainous, and the level of income is below 
average. A multiparty rural rate of $3.50 is about maximum for 
the area if usage is to be widespread. 

Telephone borrower C—An old mutual company : 

A loan of $200,000 was made to expand and completely rebuild this 
small 52-year-old mutual company. <A total of 574 subseribers (96 
new) will be served from a single rural exchange. The multiparty 
rural rate of $3.50 permits a narrow operating margin of less than 
$3,000 and likely will need to be raised as costs advance. This bor 
rower has the characteristics of many of the smaller rural telephone 
companies which REA finances. 

This system is located in a good farming area, with better-than 
average farm income. It is unusual in one respect compared with 
many of the telephone borrowers. It has a net worth of approxi 
mately 11 percent of its assets. 

Telephone borrower D—A small commercial company owned by 
an individual : 

This small commercial company operating in a livestock range area 
was purchased by the present owner in 1949. In 1954, a loan of $367, 
000 was made to completely rebuild the existing magneto exchange 
and to add a new one in a neighboring rural area. Loan funds were 
included to refinance a small short-term debt of less than $7,000. In 
1955 and 1958, 2 additional loans were made, totaling $244,000, to 
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acquire and modernize 2 additional small exchanges. The com- 
bined facilities will provide modern service to 994 existing subscribers 
and 296 new subscribers at a multiparty rural rate of $4.7 75. This 
type of consolidation and development is widely needed as a basis for 
establishing more efficient rural telephone systems. 

Telephone borrower E—A large, well-established independent 
company : 

This long-established commercial company converted 3 of its 5 
magneto exchanges to dial with the aid of private credit, but it was 
unable to get sufficient funds to complete its modernization program 
and to e »xtend into surrounding rural areas which are growing rapidly 
owing to subscriber expansion. A total of more than $2 million 
was loaned to refinance the existing debt of about $400,000 and to 
improve and expand the system to serve 3,461 additional subscribers. 
A total of 6,474 subscribers will be served by the new system including 
about 75 percent rural subscribers. 

By building this rural system around the county-seat town, the 
entire county will receive modern service at minimum rates. This is 
an example of a well-managed system of sufficient size and efficiency 
to provide above-average loan security. The present net worth of this 
company is approximately $400,000. 

Telephone borrower F—A subsidiary of a larger company : 

A loan of about $1,200,000 was made to this newly established 
commercial company to improve service to 1,515 existing and 646 new 
subscribers. The company was formed as a subsidiary of a larger 
company especially for the purpose of providing complete area cov- 
erage service in the predominantly rural areas. The parent company 
operated, for the most part, in heavily populated urban areas. The 
parent company received about $300,000 in stock and about $600,000 
in loan funds for the sale of 8 exchanges to the borrower. This 
acquisition provided the nucleus for a system to serve the surrounding 
rural areas at minimum rates. The parent company will operate the 
system under a long-term agreement. 

The borrower company has a net worth of approximately $250,000. 

Since these loan examples show conditions that are similar to those 
prevailing in many other systems, they indicate the extent to which 
private capital could advantageously be used by these systems in 
meeting future capital needs. 

Electric loans for system improvements generally provide greater 

capacity to serve increasing demands for energy and often additional 
consumers. Generally, the operating margins have been improving. 
Taking these conditions into acocunt I think it is reasonable to expect 
further improvement in the debt-paying ability of these systems. 

While I recognize that the feasibility determination can best be 
made at the time the loan application is under consideration, I believe 
that all of the electric loan examples except the first two, show suffi- 
cient debt-paying capacity to permit their using private loan funds 
on the favorable terms and conditions that could be expected under 
these legislative proposals. 

In financing modern telephone systems for rural areas, there are 
circumstances which need to be taken into account that are peculiar 
to the telephone program. For example, the income possibilities are 
much more limited than for the electric systems. Rates and returns 
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to ownership are regulated in most all States. Existing telephone 
systems which are financially able to provide modern facilities in 
adjacent rural areas have done this only where the estimated returns 
warranted it from an investment standpoint. It is REA’s experience 
that when such systems extend their facilities into rural areas with 
REA financing, it is because of the favorable financing terms. Of the 
telephone loan examples included in this testimony, it is my impression 
that borrowers E and F offer possibilities of financing with private 
funds under the terms of the legislative proposals. 


AMENDMENTS TO REA ACT 


Mr. Chairman, I will now refer briefly to the proposed amend- 
ments which the Department has submitted to the Congress. These 
amendments to the Rural Electrification Act of 1936 are in the form 
of two new titles designated as titles III and IV of the act. 

Under title III of the proposed amendment to the act provision is 
made for a revolving fund to consist of— 

(1) Notes, bonds, and other obligations delivered or signed 
to REA pursuant to loans made under titles I and II, including 
notes and bonds held in trust on behalf of the Secretary of the 
Treasury ; 

(2) Undisbursed balances of REA; 

(3) All collections of principal and interest on notes and other 
obligations made pursuant to titles I and II; 

(4) Such appropriations and authorizations for bor rowing 
from the Secretary of the Treasury as are from time to time m: ade 
available by Congress in appropriation acts; and 

(5) Proceeds from the sale of bonds, debentures or other obli- 
gations. 

This fund shall be available for loan purposes and administrative 
expenses. This would permit showing as one figure the net amount 
for the REA program in a particular fiscal year, Under present pro- 

cedures the estimated receipts from loan repayments are shown on 
the receipt side of the budget and the authorization for new loans and 
for administrative costs on 1 the expenditure side of the budget. 

Provision also is made under title III for the issuance of bonds or 
debentures for sale in the investment market to obtain loan funds to 
assist in financing REA af arene 

Title IV authorizes the Secret ary to establish an insured loan pro- 
gram whereby funds made available from sources other than the 
Federal Government would be used to carr y out the objectives of the 
act. The insured loans would be made for the same purposes as loans 
are now made from appropriated funds. 

Title IV would also authorize the Secretary to subordinate prior 
liens of the United States when that is determined to be an ad- 

vantageous way to assist individual borrowers in obtaining funds from 
private sources. There would be a determination that financing can 
be obtained at reasonable rates and terms, that the security for the 
loans will be adequate and they would be repaid within a reasonable 
time. Authority is contained in the amendment to make necessary 
modifications of loan maturities. 


| 
| 
: 
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INTEREST RATES 


Under the proposed bill the rates of interest to borrowers on loans 
Ae the various sources covered by the bill would be as follows: 

. Bonds and debentures: As determined by the Secretary of Agri- 
cation taking into consideration the rates at which money is ob- 
tained by the sale of bonds or debentures. 

2. Insured loans: At a rate approved by the Secretary of the Treas- 
ury which will encourage participation by private lenders, a an in- 
sured charge of not less than 1 percent until such time as the Secretary 
determines that the fund is adequate. 

3. Subordination: Determination by the Secretary of Agriculture 
that outside financing is at reasonable rates and terms. 

Amounts appropriated or made available in appropriation acts: 
Loans made from these funds bear a 2 percent interest rate unless and 
until a different rate is prescribed by the Congress. In other words, 
nothing in the proposed bill would affect the present 


{ statutory interest 
rate on loans made from appropri ations and a orizations for bot 
rowing from the Secretary of the Treasury as are made available | 
the Congress in appropriation acts, 

Under these proposed le gisl: ative ch: inges the woe programs will 
ontinue to be subject to the customary anni ual review and control by 
the Congress through appropriation acts. 


No authority is being taken away. It is simply a proposal to start 


using some private loan funds rather than depending entirely o1 
Fede ral funds. The » method proposed would insure adequate funds on 
n ivorable terms and at reasonable cost. Ap propriated funds would be 


iwailable to give Government financing terms to the systems that re 
quire such aid. 

There is nothing unusual about this proposal. As a matter of fact 
it is entirely in keeping with actions which the Congress has taken in 
the past when federally sponsored and financed systems have devel 
oped to the point that they no longer needed complete Federal 
financing. 

It would be in the best interests of these svstems to start. using 
private funds to the extent thev are able to do so. We believe that 
many of these rural systems have become sufficiently well established 
that there is ho longer a need Ol justification to provide their loan 
requirements from Federal funds. 

The thousands of local men and women who are responsible 1 
large measure for the successful development of these fine rural sys 
tems ar justly proug ot the accomplis! ments. Tl e\ Set the OP] or 
tunities for even greater service to their rural areas m the future 
Their pl incipal desire is to have assurance of adequate financing for 
ruture require ments on reasonable terms. I believe the\ would prefer 
to use priv: ate loan funds when the vy see that their finane ne needs can 
be adequately met in that manner. 

We will urge the Congress to approve these amendments promptly 
so that this new authority may be used during fiscal vear 1959 


Mr. Chairman, I appreciate very much your permitting me to go 


into this lengthy statement. Mr. Hamil is here, with members of his 
staff. He is prepared to present additional facts about the budget and 
snything you would like to know about the system. Of course, we will 
«ll be olad to do our best to respond to any questions 
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PRESENTATION OF BUDGET BEFORE THE COMMITTEER 


Mr. Wuirren. Mr. Scott, as I understand it, you are an 
Secretary of Agriculture? 

Mr. Scorr. I am Director of the Agricultural Credit Services. 

Mr. Wuirren. Under the Secretary ? 

Mr. Scorr. That is right. 

Mr. Wurrren. And the REA is under you? 

Mr. Scorr. REA and Farmers’ Home Administration. 

Mr. Wuarrren. May I say it is my understanding that all the agen 
cies of the Department of Agriculture operate for the time being 
under existing law. You operate at all times under 
stands? 

Mr. Scorr. That is correct. 

Mr. Wutrren. It is also my understanding, and I am sure yours 
too, that through the years the Bureau of the Budget approves the 
budget request on the part of the executive department for funds to 
run the various agencies of Government. That is correct, is it not? 

Mr. Scorr. That is correct. They submit our proposals 

Mr. Wuirren. To the Congress. Then the order of procedure is 
that the Appropriations Committee, divided up into various subcom- 
mittees, then holds hearings at which time representatives of the 
Department come before us to justify the appropriation request. Is 
that not true ? 

Mr. Scorr. That is right, 

Mr. Wurrren. Do you not think it is unusual that you, in charge 
of this justification for funds under existing law, bring in a 25-page 
statement, at a time when you are supposed to be here to justify the 
appropriations under existing law, and you never make a reference to 
justifving a penny under existing law but spend your time on a pro- 
posal for changing the law, a proposal not even introduced ? 

Mr. Scorr. This is the manner in which the Administrator and I 
have discussed the presentation of facts. If I erred I regret it. 

Mr. Wuirren. It isnot anerror. It does speak for itself. 

Mr. Scorr. I was to tell you about these legislative proposals which, 
the way the budget has been submitted, are intended to provide a 
part of the funds needed. Mr. Hamil is prepared to talk about the 
appropriation part of the budget. 

Mr. Wurrren. Anyone reading this would think you had little if 
any interest in justifying the appropriation for your operations in 

» administration of the REA. 


Assistant 


the law as it now 


LENDING PROCEDURE UNDER PROPOSED LEGISLATION 


1 


Proceeding further, Mr. Scott, it is my understanding, under the 
3 sections you have there, that in 1 section you would set aside in this 
revolving fund all the notes, mortgages, and security that you had 
plus all the money that you might have on hand; that would be set up 
to secure this revolving fund. Is that right 

Mr. Scorr. Yes, it all goes in the fund. 

Mr. Wurrren. The second section is that the Government guaran 
ees to these private lenders the full amount of any loans they might 
make including interest which, as you say, would be at a higher in- 


t 
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terest rate. That in my judgment would increase the liability of the 
Government. Do you agree with that? 

Mr. Scorr. There is a direct liability on the part of the Govern- 
ment under the insured loan program. 

Mr. Wutrren. You guarantee the full amount of the loan including 
the interest due / 

Mr. Scorr. Yes. 

Mr. Wuirren. And the interest would be at a higher rate which 
would increase the liability of the Government ‘ 

Mr. Scorr. Larger sums, that is right, sir. 

Mr. Wuirren. Then we come to the third section where the Sec- 
retary can waive the first lien you have on this $3.6 billion worth that 
the present REA cooperatives have, which would mean the Govern- 
ment would have a second lien ? 

Mr. Scorr. That is what would be involved on any individual loans 
subordinated. 

Mr. Wurrren. And the holder of the first lien can always foreclose 
if the borrower is in default ? 

Mr. Scorr. Yes. 

Mr. Wurrren. Proceeding a little further in that direction. If the 
act is passed as you recommend, all three authorities would be in there 


and it would be up to the Secretary to determine which course to 
follow ¢ 


Mr. Scorr. That is right. 


POSSIBILITY OF PRIVATE UTILITIES GETTING CONTROL OF REA OPERATIONS 
UNDER PROPOSED CHANGES IN REA ACT 


Mr. Wuitrexn. When was REA created? It was in 1934, was it 
not ¢ 

Mr. Hamu. 1935. 

Mr. Wutirren. What is your understanding as to why the Govern- 
ment entered into such a program? I am talking about your under- 
standing. I think thisisa matter of common knowledge. 

Mr. Scorr. To provide central station electric service out in rural 
areas where it did not exist. 

Mr. Wurrren. And behind it was the feeling that the private utill- 
ties up to that time had not done it. Many of them felt they were not 
financially able to do it. 

Mr. Scorr. That is my understanding. 

Mr. Wurrren. In that period since 1935, 22 years, as you point out, 
you have built it up to where it has a net worth of approximately 
$3.6 billion—95 percent of the farmers are served. It is a sound 
operation. If the Secretary were to subordinate the Government’s 
prior lien on this big operation that: the Government has built up— 
and which everybody agrees is a sound operation and has done a 
marvelous job for the farmers of America—and you sold debentures 
giving a first mortgage to secure those debentures, and private utilities 
bought those debentures and got a first lien, then if this recession went 
to anything like it was in the 1930’s, the private utilities could take 
over this $3.6 billion operation that the Government has built up, 
could they not ? 

In other words, under this proposed law, if the Secretary used that 
authority to take a second lien and give a first lien to the buyers of 
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the debentures, if the private utilities bought the debentures and the 
borrowers should be in default, you and the Secretary would be 
turning over this great business of $3.6 billion to the private utilities. 
That could happen, could it not ? 

Mr. Scorr. It could not. 

Mr. Wuirren. Why not? 

Mr. Scorr. Because the Congress would not let it happen. 

Mr. Wauirren. Well, I rather think you are right, But in the 
absence of congressional action it could happen if this act stayed in 
full force and effect and the Congress did not act, could it not? Will 
you please respond to my question. Under your proposed act that 
could hs appen unless Congress prevented it, could it not ? 

Mr. Scorr. If there was default on these debentures and nothing 
was done to make the payments, why surely the holders of those 
debentures could step in. 

Mr. Wurtrren. So the answer is “Yes”? 

Mr. Scorr. Yes, but I do not think it would happen. 

Mr. Wuirren. You do not think the Congress would let it happen? 

Mr. Scorr. Nor the administration either. 

Mr. Wurrren. But it could happen, and would you not say it 
might be better to prevent it from every happening? 

Mr. Scorr. I think the wonderful record of this system, the great 
progress it has made, the splendid record of repayments, the aoe 
outlook for growth and sound operation, is such that there is no re 
son to think these payments are not going to be made promptly as 
they have in the past. I have great “faith in this system, as I am 
sure you and the other members of the committee have. 

Mr. Wurrren. I agree with that, but if I had spent 22 years build- 
ing up this operation, and with the present debt of this Government, 
I do not think I would want to turn over my first mortgage to the 
“Johnny-come-latelys” who might lend you some money now. That 
is what you recommend. 

Mr. Scorr. Is it not about the same as when our children grow up 
and we let them go out on their own ? 

Mr. Wuirren. Yes, but I do not know that I would kick one out. 

Mr. Scorr. But these systems cannot get out unless we open the 
door. There will be no big barriers in front of them. I sincerely 
think, particularly this title ITT, the issuance of debentures from the 
revolving fund, would get funds at reasonable rates. 

Mr. Wuirren. If you put all these notes and mortgages into the 
revolving fund and make the revolving fund available as security 
for the debentures, your law would make it possible for the purchasers 
of the debentures to take over. 

Mr. Scorr. Yes, that is inherent, but it is very remote. 

Mr. Wuirrten. I do not condemn the private utilities in the least 
for wanting the cooperatives to increase the rates where they compete 
or even generally. . I do not censure them for advocating a law under 
which some day they might possibly be able to obtain this sound 
operation. Since we have built it up a lot of folks would like to take 
it over. I would like to own one myself. However, those of us in 
Congress do have some responsibility. I would hate for my children 
to come along and feel I had been a party to giving away this $3.6 
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billion ope ration that the Government may need to pay off this debt 
we have, just because somebody wanted us to. 

Mr. Scorr. May I go back to one of your comments about the pri 
vate utilities? I have been in a good many of these dise ussions when 
this legislation was being dr: afted, and I want to say in all sine erity 
[ am confident the administration is not proposing this legislation in 
order that the private utilities will be able to take these over. I think 
it is entirely a move in the belief that they are going to need a lot of 
capital in the future and this is the way to start getting some of that 
capital. 

Mr. Wuirren. I do not make that charge. But I point out that, 
under the law which you propose, that would be possible. I will say, 
after listening to your justification of the ap Rae and I do 
not think that has been touched upon except when I raised it—I do 
not see that anybody would benefit from your pital except the 
money lenders who would have all this security behind their lending, 
and the private utilities who would feel that inc teased rates would 
be required by a number of cooperatives, unless they were willing 
to let their reserves go down at the end of the line, as you say. But 
I can see where the Government’s lability would be increased and 
the costs to REA would be increased. 


BUDGET REQUEST FOR LOAN OPERATIONS 


From Mr. Hamil’s statement to the legislative committee it would 
appear that these funds in the budget would be ample for the first 
6 months of the next fiscal year. Is that right? 

Mr. Hamu. I did not understand the question. 

Mr. Wnuirrren. Is it the position of the administration and the 
Department that the funds in the budget would be sufficient. to meet 
the needs for the first half of the next fiscal year ? 

Mr. Hamri. Yes, sir. The funds requested in the budget are ap- 
proximately half of the year’s total loan requirements. Although we 
had not intended this request to be for half of the year, it is true that 
the amounts requested would be sufficient for approximately 6 months’ 
lending operations. 

Mr. Wrirren. From that I take it, then, that if this act is not 
approved you would need twice this much ? 

Mr. Hamin. That is basically true. 

Mr. Wutrren. Twice as much as is in the budget. 

We all agree that this new proposal is a legislative matter and is 
beyond the control of this committee. 

Mr. Scorr. We realize that. 

Mr. Wuirren. We do have a deep interest in it and are glad to 
listen to you. 

Now suppose Mr. Pome gives his prepared statement. 

Mr. Hanwin. Mr. Chairman and members of the committee, I do 
not have a prepared statement to give you, but I am here with several 
members of my staff to try to answer your questions or to provide 
the answers from our files. 

We show a loan need in the electric program for 1959 of about 
S395 million. There has been proposed for new authorization $150 
million, with about $23 million carryover and an estimated $2 million 
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rescissions. At the present time it appears as though the carryover, 
after meeting all reasonable loan needs in the electric program, may 
be a little higher than we had anticipated at the time this statement 
was prepared. 

In the telephone program it appears our loan need will be approxi- 
mately $100 million. It is a lot more difficult to anticipate needs of 
the telephone program at the present time than it has been in the 
electric. EIS we have submitted a request through the proposal 
here for $56 million and a carryover of about $2,597,000, and rescis 
sions of about $1,100,000. T believe our loan program this year is going 
to run approximately, as we see it today, $92 million in the telephone 
program. That would cut out any carryover in the telephone program 
as the budget was submitted some time back. 

We are here to answer any questions that you may have about these 
requests. 

Mr. Wurrren. Thank you, Mr. Hamil. 

I believe [ will turn the witness over to Mr. Marshall. 


BUDGET BASED ON PROPOSED CHANGES IN REA LAW 


Mr. Marsuanv. It seems as though we have been spending a good 
deal of time this afternoon talking about matters that come before 
a different committee of the Congress. However, I must admit that I 
am somewhat confused about one point, and that is this: Apparently 
your justifications this year are based upon the belief that this leg- 
islation will be enacted. Is that correct? 

Mr. Hamm. The total amount as has been given would require this 
legislation. If there is only $150 million appropriated in the electric 
program and only $56 million in the telephone program, and the leg 
islation is not enacted, we would need additional reserves. 

Mr. Marsnaryi. Have you been before the Committee on Agricul- 
ture yet ¢ 

Mr. Hfamit. This is the first committee we have appeared before. 

Mr. Marsuauy. I think it will be more than a little surprising if 
Congress accepts this recommendation. What position does that put 
this committee in when it comes to making our recommendations for 
next year? How would you suggest that this committee should get 
into the facts to see that REA is not short ch: unged this year? 

Mr. Hamiu. I would suggest under that circumstance that the bal 
ance needed under each program, as I suggested the totals a moment 
ago, be placed in a contingent fund. 


AVAILABILITY OF LOAN FUNDS 


Mr. Marsnauu. I notice that there is a statement that was sent out 
to all the REA co-ops that seems to have generated a little comment. 
This was a statement sent out on February 19 to all REA co-ops. 1 
will read you the closing line of a paragraph: 

As I have said on several occasions, the cost of loan funds is less important 
than an adequate and dependable supply of dollars for your business and 


a 
reasonable repayment schedule. 


The thing that impressed me about that statement was—and I took 
the trouble of looking back, and I cannot find any place where the 
Congress was dilatory in any way in providing funds for you 


' 
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Mr. Hamin. To my knowledge they never have been. 

Mr. Marsuaty. I could find no instance of it. Then am I misin- 
terpreting } your statement? You did not intend to imply in any way 
that the Congress had been dilatory ? 

Mr. Hamat. No; I did not. 

Mr. Marsuauyi. Then what was the reason for this statement ? 

Mr. Hamiu. The reason for this statement was that I thought that 
the Congress would provide loan funds through one source or another, 
because you always have. I think that is a true statement, Congress- 
man, based on 22 years of record. 

Mr. Marswary. The inference is given in your statement that you 
would have a dependable supply of dollars for REA and RTA and 
a reasonable re payment se ‘thedule if the present program being pro- 
posed were put into effect. Did I interpret that wrong? 

Mr. Hamm. In discussing the problems that confront REA bor- 
rowers over the country, I have said on many occasions, and I believe 
it to be a true statement, Congressmen, that a continued supply of loan 
funds from a dependable source is more important, and an extended 
period of ae than the cost of money. Do I make myself clear? 

Mr. M. — iLL. I do not know that I am making myself quite clear. 
You have had a dependable source of funds right along ? 

Mr. Hamm. That is right. 

Mr. Wuirren. I do not see how this new proposal would in any 
way change that. 

Mr. Hami. It would not. If the proposal is not acceptable to the 
Congress I would assume the Congress would continue to appropriate 
funds as they have in the past. 

Mr. Marsuati. The Congress could not accept the proposal on the 


basis it was needed to provide funds, because you have not had any 
trouble along that line. 


Mr. Hamm. That is right. 


ROLE OF THE SECRETARY OF THE TREASURY 


Mr. Marsnatu. Mr. Scott, on page 22 of your statement you make 
mention several times about borrowing from the Secrets iry of the 
Treasury. That intrigues me a little bit because if that is done would 
not that give the Secret: ry of the Treasury final authority over the 
loans and what interest is paid and how many bonds were sold, and 
what is to prevent the Secretary of the Treasury from exercising 
complete control over the REA program if he has all this authority ? 

Mr. Scor “ This reference to the Secretary of the Treasury, as I 
understand it, Mr. Congressman, was intended to relate to the rate, 
because they are very interested in financing that is done in the mar- 
ket. I think it is cus stomary for the agencies of Government to con- 
sult with the Treasury on their issues. In this inst: ance there is the 
provision that the rate would be approved by the Secretary of the 
Treasury. 

In the discussions of this it was indicated that they would expect 
the REA, and the Secretary, to recommend a rate which would be 
reviewed by the Secretary of the Treasury and his judgment exer- 
cised as to whether it w: as reasonable. 

Mr. Mynarr. The reference in item 4 on page 22 relates to borrow- 
ings from the Secretary of the Treasury pursuant to section 3 of the 
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basic Rural Electrification Act under which the Treasury is author- 
ized and directed to loan to the Administrator the amounts annually 
approved by the Congress. There are other provisions in the bill 
that relate to the funds Mr. Scott was discussing, but item 4 on page 
22 relates merely to transfers to the Revolving Fund of those amounts 
which are made available by the Congress under section 3 and would 
involve no additional authority in the Secretary of Treasury with 
respect to such amounts. 

Mr. Marsuani. You can excuse me for being concerned because 
while we have had some extremely able Secretaries of the Treasury, 
certainly a number of them have not been too familiar with agricul- 
ture. It is somewhat out of their line, and if we were to have a per- 
petuation of the policy of hard money, it could create havoe with the 
REA program. 

There is this in your proposal that bothers me. If I interpret. it 
correctly, you have some places where you will be making loans 
through the commercial area and you will continue to make some loans 
at 2 percent in some areas. Is it not going to lead to confusion? Who 
will get the 2 percent money and who will get the other money ? 

Mr. Scorr. That certainly is a very important point and it will re- 
quit ‘e some very careful administrative handling. I agree that there 
is that problem involved. 

Mr. Marswaty, Another effect that it might have, if you decided a 
higher interest rate should be used for generating facilities, that 
might have some effect on loans for generating facilities at the higher 
interest rate. 

Mr. Scorr. I mentioned in connection with the loan examples that 
it is my personal feeling that the use of this debt service ratio com- 
putation seems to be a pretty good measuring stick of their ability 
to repay. I am sure if it were applied you would have to take into 
consideration all the circumstances pertaining to a particular opera- 
tion, but I think that would be an important evidence and one that 
is rather commonly used in lending, the ability to pay. 

Mr. MarsHatu. I was very muc ch interested in these various exam- 
ples which you had placed in your statement. One of the things that 
particularly impressed me about all these statements is something I 
think the small- business people of this country are becoming more 
and more cognizant of, and that is that it takes people to bring about 
good business. Every place you have people you have a good loan 
program. You have a good loan program because there are users 
who need this electricity as they need commodities, which means 
they built up a volume. That, I think, is an excellent example to 
show how farm income can be of assistance to small business in rural 
areas if it is strengthened. It is a good criterion to see what that 
means so far as business and industry and labor are concerned. 


Mr. Wurrren. Mr. Natcher. 


ANTICIPATED VOLUME OF LOAN APPLICATIONS 


Mr. Natcuer. Has REA conducted a survey of borrowers’ loan 
needs this year? 

Mr. Scorr. You mean the usual questionnaire to find out about 
their expected submission of applications ? 
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Mr. Narcuer. To ascertain the amount required. 

Mr. Scorr. We have in the same general manner as in recent years; 
yes, sir. 

Mr. Narcuer. When was the survey or the questionnaire com- 
pleted ? 

Mr. Hamin. I willask Mr. Partridge to answer that. 

Mr. Parrringr. Approximately a month ago we got out a final 
summary of figures. 

Mr. Narcuer. As projected, what does this survey indicate is needed 
as the amount ? 

Mr. Parrringe. The survey indicates that the existing borrowers 
plan to submit loan applications to REA during fiseal year 1959 
totaling $210 million. 


LOAN FUNDS REQUESTED IN THE BUDGET ESTIMATE 


Mr. Narcuer. How does this conipare with the amount requested 
by REA from the Department of Agriculture Budget Office? How 
does the $210 million compare with the amount requested by the 
REA section of the Department from the Department of Agriculture 
Budget Office ? 

Mr. Dastiner. In connection with the development of the 1959 esti- 
mates, the Department requested its agencies to submit their estimates 
on the basis of alternatives. This was necessary in order to determine 
those items which were most urgent and which could be provided 
within a budget ceiling. On the basis of the amount which it ap- 
peared could be provided within the budget ceiling, the Rural Elec 
trification Administration was requested to submit an estimate 
totaling $309 million indicating their recommended breakdown be 
tween electrification and telephone loans. In response to this request, 
REA submitted an estimate for a new electrification loan authoriza 
tion of $230 million. At the same time REA proposed an alternative 
estimate of $434 million for electrification loans. It was not possible 
to provide for this larger amount within the limitation under which 
the Department developed its 1959 estimates. 

Mr. Natcner. How much did the Department of Agriculture 
Budget Office request from the Bureau of the Budget ? 

Mr. Dasuner. A request was made for $255 million. 

Mr. Natcner. The Department of Agriculture requested the Bureau 
of the Budget to incorporate in the budget for 1959 $255 million. 
Am I correct in that ? 

Mr. Dasuner. Yes, sir. Mav I add that that request was made on 
the assumption that there would be the same type of loan authoriza- 
tion as had existed in 1958. At the time of that request we had not 
considered the possibilities of the proposed legislation that has heen 
discussed by Mr. Scott. 

Mr. Natrcuer. In other words, your request at this time is hinged 
upon the successfull passage of legislation now pending before the 
Congress? Is that right? 

Mr. DasHner. Yes, sir. 

Mr. Narcuer. Is it not true. Mr. Scott. that the amount needed for 
fiscal year 1959, based on the amount requested by the REA section 
of the Budget Office of the Department of Agriculture, and keeping 
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in mind the amount requested of the Bureau of the Budget, indicates 
that $300 million is nearer the amount that is necessary / 

Mr. Scorr. As I reeall, that is Mr, Hamil’s testimony 
familiar with the facts. I do not question his statement. 

Mr. Natrcuer. It is not a matter of contesting Mr. Hamil. 

Mr. Scorr. Mr. Congressman, I did not mean to*do more than to 
accept Mr. Hamil’s statement. In his knowledge of the situation he 
has estimated in the record here that the electric program will be about 
$325 million. As faras I know that isthe kind of a loan program that 
is in prospect. 

Mr. Narcuer. That is more than the amount I had in mind, and I 
am inclined to agree with Mr. Hamil that the figure of $325 million is 
much closer than the $255 million. 

Mr. Hamu... Unless a loan application met our requirements for 
need and feasibility it would not be approved merely because we had 
the money available: If we had $300 million we would want, natu- 
rally, every loan to be the kind that should be approved for the bene- 
fit of the rural electrification borrowers. 


. and he is 


RATE INCREASE 


Mr. Narcurr. Mr. Scott, last fall the Southwestern Power Ad- 
ministration increased rates approximately 27 percent as far as REA 
borrowers are concerned. What, if anything, did you do as Director 
of the Agricultural Credit Services, when this move was made? 

Mr. Scorr. Nothing, Mr. Congressman. 

Mr. Natcuer. Mr. Scott, do you have any knowledge of any similar 
moves taking place in the other Federal wholesale power areas such 
as TVA, the Missouri River Basin, Bonneville, and the Southeast 
Power Administration ? 

Mr. Scorr. I do not, Mr. Congressman. 


COST OF ENERGY PURCHASED BY REA 


Mr. Narcuer, Mr. Scott, can you give us figures on the cost of the 
Federal wholesale power to REA borrowers now as compared to what 
it was in the year 1952? 

Mr. Scorr. We will be glad to supply that. I do not have that, sir 

(The material referred to is as follows:) 


Energy purchased by REA borrowers from Federal agencies 


Cost 


Total 7% 
Fiscal year kilowatt- 
hours | | Average per 
purchased | Total kilowatt 
hour 
! 
| 
| Mills 
ss aerate = = . are 3, 207, 966, 260 | $15, 626,774 49 
1957 nintadiiahation 7, 905, 849, 900 38, 834, 30 49 


Mr. Narcurr. Give us your best opinion, Mr. Scott, as to what 
percentage of REA electric type borrowers would experience deficits 
In their net margins on an aecrual basis if the supply of wholesale 
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energy, which they purchase or generate, were uniformly increased 
in cost throughout the country by 10 percent, by 25 percent, or by 
40 percent. 

Mr. Scorr. Would you like to have us insert that in the record ? 

Mr. NArcuer. Fine. 

Mr. Scorr. We will be glad to. 

(The materia! requested 1 is as follows:) 


Electric distribution borrowers who would have experienced deficits in net margins 
in calendar year 1956, if their wholesale power costs had been increased by the 
percentage shown 


Percentage increase cost of wholesale power Number of Percent}of 
borrowers borrower 

No increast és 243 1.6 
10 | 100 10.7 
25. 219 23.5 
40 392 42.1 

Per of tal of 932 distribution borrowers from whom reports were available 

43 borrowers ! 1 deficit ) net margin on their operations during 1956, 

Mr. Narcner. Mr. Scott, in what geographical area of the country 


would an increase in the cost of purchasing or generating energy at 
wholesale be most adverse in its effect on the rural electric systems 
to which money has been loaned ? 

Mr. Scorr. I do not feel qualified to answer that. 

Mr. Natcuer. Would you care to try your hand at that, Mr. Hamil? 

Mr. Hamu. Repeat that, please? 

Mr. Natcuer. I will be glad to. 

In what geographical area of the country would an increase in the 
cost of purchasing or generating energy at wholesale be most adverse 
in its effect on the rural electric systems to which funds have been 
loaned? What section of the country? 

Mr. Strona. That would be “crystal balling” at the moment. 

Mr. Hamu. I would like to insert some information in reply. 

Mr. Narcuer. That will be satisfactory. 

(The information is as follows:) 

States in which 25 percent or more of electric distribution borrowers would 
have experienced deficits in net margins in calendar year 1956 if wholesale power 
costs had been 25 percent higher than actual costs are as follows: 


Total Number of Total Numbe 
¥ 1" ) OwerTr YY } ry 
ith it ¢ vith def 
Ss et margi lis tn 
uming buti { iming 2 
ercent in bor- percent 
Se i vers 
Arkansa 1s 5 North Dakota 21 s 
California t 3 Oregon 14 8 
Colorado 22 ll South Dakota 32 s 
Idaho 4G 3 Utah 5 1 
Iowa 18 17 Vermont 3 2 
Maine 4 Washington 15 li 
Michigar 13 11 West Virginia l I 
Minnesota 40 16 Wisconsin 30) 23 
Missouri 41 12 || Wyoming 1h 8 
New Hampshire 2 2 Alaska_. 6 2 
New Jersey 2 2 
New. Mexico 16 7 Total 371 168 
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Mr. Natcuer. Mr. Scott, what is the program as far as the Inter- 
Industry Council is concerned 2 

Mr. Scorr. The purpose of that is to get all segments of the indus- 
try, including manufacturers and others, to work together in the 
general interests of helping electric consumers make better use of the 
available facilities. It has a very definite advantage to the security 
of these REA loans. There is much evidence that, as a result of these 
programs, their energy sales have increased and their operating 
margins have increase id. Itisa very fine program. 

Mr. Natcuer. Mr. Scott, am I correct in that the purpose that was 
given at the time this council was set up was for the stimulation of the 
use of electric ity generally ¢ 

Mr. Scorr. I wonder if you would mind asking Mr. Strong. He is 
so much more familiar with that than I am. 

Mr. Natcuer. Mr. Strong, go right ahead. 

Mr. Strona. I will be glad to try to answer that. 

IT am chairman of the Inter-Industry Farm Electric Utilization 
Council. That came into being in the spring of 1954 following a 
survey within REA which showed the need for a planned effort 
toward increasing the sale of kilowatts by REA borrowers. 

There were some 34 electric cooperatives then delinquent in their 
repayment of debt to the Federal Government. The obvious, quick 
solution to that was to make efforts to help them step up the sale of 
the thing that they had to sell—the commodity that they had to sell— 
electricity. We examined past efforts toward power-use promotion in 
REA and found that the thing lacking was a coordination of the 
efforts of the individual power distributors, REA borrowers, with 
other segments of the utility industry, manufacturing industry, and 
other segments of agriculture. 

Looking then toward the creation of a united effort toward the 
promotion of the use of electricity which would advance their sales, 
and improve their revenues, there was a meeting held on March 11, 
1954, called by REA and attended by representatives of the coopera- 
tives, manufacturers, and power companies. The extension service 
people were there, too. 

Out of that meeting, held in Chicago, came the Inter-Industry Coun- 
cil. That council operating at the national level consists of 3 rep- 
resentatives of the electric power companies, 3 representatives of 
the cooperatives I have been selected by that group as chairman, but 
have no vote in its affairs, or its activities. 

Mr. Narcuer. Mr. Strong, right at that point, what, if anything, 
has the council achieved ? 

Mr. Srrone. The council has achieved a determined effort on the 
part of many of the cooperatives of the country, working in cooper 
tion with extension services, manufacturers, commercial power com- 
panies, and other segments of both agriculture and the electric in 
dustries, toward promoting the wide and productive use of electricity 
in the rural areas. 

That effort has contributed substantially to the 
elimination of delinquencies of REA borrowers. 

Mr. Narcuer. Mr. Strong, I believe that you stated your first meet- 
ing was on March 11, 1954? 

Mr. Strong. That is correct. 


almost complete 
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Mr. Narcuer. How many meetings have you held since that time? 

Mr. Srrone. There have been annual meetings of a workshop or 
conference nature held nationally every year since them. One is 
slated for this coming October at Buffalo, N. Y. 

Mr. Narcuer. Are there any additional meetings other than the 
uunual meeting, since the first meeting on March 11, 19547 

Mr. Srrone. The directors of the council, which is incorporated as a 
nonprofit corporation under the laws of your State, meet on an aver- 
age of once every 2 months. 

Mr. Narcuer. How is this program financed, Mr. Strong? 

Mr. Srrone. It is financed by the receipts of $10 registration fees 
from those who attend the annual workshop conference. 

Mr. Narcuer. Who controls the funds received ? 

Mr. Srrone. The council itself. 

Mr. Narcuer. Do you have regular reports made concerning the 
funds and the disposition of funds? 

Mr. Srrone. Yes, sir; we do. We have filed reports under the Fed 
eral laws and under the laws of the State of Kentucky as a nonprofit 
corporation. 

Mr. Narcuer. As long as you comply with the laws of the State of 
Kentucky, you will not go wrong. 

Mr. Srrone. That is what we felt. 

Mr. Narcuer. Mr. Scott, are you as the director of the service pro- 
viding either legal or engineering assistance to REA systems that are 
losing customers or experiencing difficulties at the present time along 
that line? 

Mr. Scorr. The ae was, am I, as director? 

Mr. Narcuer. Yes, si 

Mr. Scorr. No. 

Mr. Natrcuer. Is the REA section of the Department of Agriculture 
lending any legal or engineering assistance to the REA cooperatives 
that are experiencing difficulties at the present time brought about as 
a result of losing customers ? 

Mr. Mywnarr. Yes, insofar as the General Counsel’s Office is con- 
cerned, we are. Upon request, we provide all the legal advice and as- 
sistance that we possibly can. 

Mr. Narcuer. Do you make any surveys to ascertain if legal assist- 
ance is needed, Mr. Mynatt? 

Do you follow that pretty carefully, or do you have to have a re- 
quest ¢ 

Mr. Mynarr. Mr. Natcher, we have generally operated on the basis 
of complying with requests for assistance. Unless the matter in- 
volves the impairment of the Government’s security, or objective of 
the act, it is a local matter. Accordingly we are generally guided by 
the borrower’s need and desire for assistance. We have endeavored 
to make the availability of our services known to the borrowers and 
their attorneys. 

Mr. Narcuer. What about engineering assistance ? 

Mr. Hamin. We have Mr. Zook here on that. 

Mr. Zoox. Naturally, in this particular instance with our borrow- 
ers, we have been losing consumers and they either tend to, or are now, 
designated as a loan security problem, We give them additional as- 
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sistance above and beyond that which we might render in the event 
of any other borrower. 

Mr. Natcuer. Can you tell me approximately the number of co- 
operatives that you render this type of assistance to, or have, during 
the present fiscal year? Approximately, without naming them ? 

Mr. Zoox. It is better than 150. 

Mr. Narcuer. Engineering assistance ? 

Mr. Zoox. Yes, sir. 

Mr. Narcner. Mr. Scott, how do you feel about rural electric sys- 
tems serving industrial loads and commercial loads within their terri- 
tory ¢ 

Mr. Scorr. I think they should. 


STUDY OF INTEREST RATES 


Mr, Natcuer. Mr. Hamil, at the time you appeared before the com- 
mittee last year, you will recall that I asked you if any study was 
underway at that time in your agency pertaining to the subject of 
REA interest rates or an increase of interest rates. As I recall your 
answer was, that there was no study underway. 

I would like to know this, Mr. Hamil: Do you have this particular 
kind of a study underway at the present time, or any study along this 
line, or has any study been made since you last appeared before our 
committee ¢ 

Mr. Hamin. The only assistance that has been given, Congressman, 
has been some assistance in the submission of information requested 
in connection with the preparation of this legislation. That has been 
done by about four people of our staff for a limited period of time. 

Mr. Narcuer. Mr. Hamil, in other mnt ry that would be mostly 
legal construction and phraseology and so forth, so far as legislation 
is concerned ¢ 

Has any study been made as to whether or not an interest rate in- 
crease is necessary, should be made, or anything along that line? 

Mr. Hamin. No. The only thing has been this: I do h: appen to have 
just picked out 25 loans recently made to see what an interest rate 
would do to them. That was the only study I made and I would not 


call that a study. 


That is just a casual look at it. 

Mr. Narcner. Do you not think as Administrator of REA that 
from the standpoint of the borrower and the effect it would have on 
the borrowers, that some sort of study should be made in a logical, 
careful manner before legislation is prepared, approved, passed upon, 
and submitted to the Congress of the United States? 

Mr. Hamit. May I speak just a minute off the record ’ 

Mr. Natcuer. Go right ahead. 

( Discussion off the record. ) 

Mr. Hamit. I will answer your question, Congressman, in this way 
Up ob Laie we have made no study throughout REA to determine 
whether or not a raise in interest rates would be acceptable and still 
keep the feasibility of the —o intact. 

Mr. Narcuer. Last year, Mr. Hamil, you informed the committe 
that you could not tell us just what effect an interest rate increase 
would have on REA borrowers because you had not analyzed the appli- 
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cation of the rate increase to the approximately thousand borrowers. 
Since then the Administration has submitted bills providing for in- 
creases in REA interest rates. 

The President has publicly stated that he is in favor of such legis- 
lation. Secretary Benson, I believe, has also endorsed this proposed 
legislation. 

Does this mean that they have provided you with an analysis of the 
effect of an increase in the interest rates on REA borrowers? Do you 
know ? 

Mr. Hamiu. I do not know. 

Mr. Narcuer. Were you consulted by any member of the Bureau of 
the Budget concerning proposed legislation that was submitted to 
Congress, or is now pending before Congress, concerning increases in 
interest rates? 

Mr. Hamu. I attended meetings at which the proposed legislation 
adding titles III and IV to the Rural Electrification Act was dis- 
cussed. The Bureau of the Budget was represented at these meetings. 

Mr. Wuirten. If you will yield to me, I think it would be well to 
let the record show that there has been no request of this committee 
for any separate funds for such a study. I think that the committee 
action was taken prior to this legislation being submitted, and we were 
advised by the Secretary of Agriculture and others that, to their 
knowle dge, no such measure was in the offing at the time we questioned 
them about it. That was some time ago. For that reason no funds 
were requested nor provided for any special study in this field. 

Mr. Natcuer. Mr. Scott, I would like to direct that same question 
to you. My last question was to this effect: Has any member of the 
Bureau of the Budget contacted you concerning proposed legislation 
that was being prepared or submitted to Congress, as to what it should 
contain, or anything along that line? 

Mr. Scorr. I participated in some discussions while this was being 
prepared, Mr. Congressman. 


TRAVEL OF ADMINISTRATOR 


Mr. Narcuer. Mr. Hamil, you mentioned a few minutes ago about 
your travels through the country. I think the fact that you do go 
around over the country in the interest of your Department is cer- 
tainly fine. 

How m: iny days have you been in travel status during the last year? 

Mr. Hamm. I will have to check that because I do not know. 

Mr. Natcuer. I wish at the same time you would check and insert 
in the record the comparative figure for each of the last 10 years, if 
you will, as Administrator of the REA. 

Mr. Hamm. I will do that. 

(The material requested follows:) 
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Days in travel status for RHA Administrators by calendar years 


Days in Days in 
Calendar year: travel status | Calendar year—Continued ‘travel status 
ise chats se} See 96. 5 OO Shia cae Ee oh Se AE *107.5 
| eee Le ey oe ee 78.5 EE ndiieaniivaiincs netsh tothaitehe oe 168. 5 
Se iegirsciachainn abncigiininn Demian tiie 99. 0 i oe 104, 75 
ROE renee sies eo ceietacienaioe 121. 25 ib testtoexccsiiensoosctetict standaaeriid * 106. 5 
Se Se eos 95. 75 r:. J LONE SERES es Cares Poe 142, 25 


1 Consists of 20.75 days for Claude R. Wickard who resigned Mar. 16, 1953, and 86.75 
days for Ancher Nelsen who entered on duty Apr. 29, 1953. 
Consists of 31.5 days for Ancher Nelsen who resigned May 15, 1946, and 75 days for 
David A. Hamil who entered on duty June 26, 1956. 


Mr. Hamu. I would like to say for the record, if I might, Congress- 
man, that I think that because I have personally visited a great many 
of these borrowers from REA and have personal knowledge of the 
areas in which they are operating and personal knowledge of the prob- 
lems that confront them, I am in a much better position to act upon 
loan applications that are constantly being presented to me. 

Mr. Scorr. Mr. Chairman, I would like to add that I have seen 
much evidence of that, too, in discussions with Mr. Hamil when hé and 
his staff have been together. He has a remarkable store of knowledge 
in this short time of the problems of these systems and of the condi- 
tions that they are operating under. 


POLICY WITH REGARD TO GENERATION, TRANSMISSION, AND PARTNERSHIP 
WITH POWER COMPANIES 


Mr. Narcuer. Mr. Hamil, what is your policy in regard to genera- 
tion, transmission, and partnership with power companies generally ? 

Mr. Hamin. Each one of our generation of transmission borrowers 
is considered as a separate entity. We work with those people to the 
end that whichever method works out to the best advantage is followed. 
We find that in some parts of the country and in some groupings, 
borrowers from REA prefer that type of an organization. There are 
others where they do not want to. That is purely and simply a matter 
that is left to the local organizations. 

Mr. Narcuer. Mr. Hamil, do you require a borrower of a genera- 
tion or transmission loan to integrate with a power company before 
the loans is made? 

Mr. Hanmi. No. 

Mr. Narcner. Mr. Chairman, that is all. 

Thank you, gentlemen. 

Mr. Hamir. May I say that I think our borrowers all over the coun- 
try, particularly our generation and transmission borrowers, find that 
it is wise for them to interconnect with the other power suppliers in 
the vicinity in order that it is not necessary always to have the avail- 
able standby. That is one way of keeping rates down. They have 
been able to work that out on a very satisfactory basis for al! parties 
concerned. 

Mr. Narcuer. Mr. Scott and Mr. Hamil, the same question would 
apply to both of you—there is no policy or directive in the Depart- 
ment that would force this type of procedure, is there? 

Mr. Scorr. Absolutely not. 

Mr. Hamin. Absolutely not. 
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Mr. Narcuer. Thank you, Mr. Chairman. 

Mr. Wuirren. You know of the National Association of REA Co- 
operatives. They are a little bit optimistic sometimes in the amount 
of money that. they figure could well be spent for this, and I tell them 
that. Their leaders, quite naturally, are vitally interested. Their 
indications to me were—and they followed this closely—that your 
firm estimate was considerably higher than the $230 million that I 
believe you testified to earlier. 

( Discussion off the record. ) 

Mr. Parrrinvcr. Our fi was begun in July of 1957. We got 
the preliminary results in sufficient time to base our budget request 
on it, as I recall, in August. 

Mr. Wnairren. Did you have actual control of those papers, or 
actually see the totals ? 

Or are you speaking secondhand ¢ 

Mr. Parrrmer. No, sir; I am well familiar with them. 

Mr. Wurrren. What was the total that was sent in from the field? 

Mr. Parrriner. The figure I gave a few minutes ago related only 
to thie applications to be submitted during 1959. These are existing 
borrowers only. That was $210 million. 

Mr. Wuirren. What other information do you have as to the like- 
lihood of applications from new borrowers, or for special loans for 
special work, or other things? In other words, what is the potential 
need of REA to meet its responsibilities under the law? I believe 
your figure is restrictive. 

Did you arrive at any further estimates? 

Mr. Parrrmwer. Yes; I did. 

Mr. Wuirren. What were those additional amounts that you did 
not testify about? 

Mr. Parrrince. My answer was only as to the amount of applica- 
tions by existing borrowers to be submitted during 1959. 

Mr. Wnirren. On this committee, we sometimes are not as smart 
as you folks are. You can give us what we think is an answer and 
then later we find sometimes it is not comprehensive. Now, give us 
a total figure. 

Mr. Parrrince. Fine. 

We have estimated that in addition to these applications which 
existing borrowers say they will send us, a total of $210 million, that 
we will have from existing and new power type borrowers for gen- 
eration and transmission, in addition to that shown by the survey, 
$45 million of applications during 1959. We think that we will have 
about $53 million of applications during 1959, which at the time of 
the survey the borrowers said they would send us during 1958. 

The inflow of applications this fiscal year, 1958, has been rather 
slow. It has been, to date at least, lower than the survey indicated. 
We think that some of what they said they will send us in 1958 will 
not come until 1959. This would mean that we would have a total of 
applications sent in during fiscal year 1959 of $308 million. 
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CARRYOVER FUNDS 


Mr. Wurrren. Would you have any carryover authority or does 
it expire the first of the fiscal year? 

Mr. Herzog. Our funds carry over from year to year on these bal- 
ances, except amounts placed in reserve. We had a carryover from 
last year of $140 million plus a new authorization for this year of 
$179 million, including not to exceed $20 million to be placed in 
reserve until needed. That $20 million, if not needed this year, would 
not carry over. We estimate our balance now will be approximately 
$30 million in carryover 

Mr. Parriner. | probably should add, Mr. Chairman, since I know 
you are anxious to get all of the figures, that we think we will have 
applications on hand at the begining of fiscal year 1959 totaling about 
$161 million. In other words, left over from 1958. 

Mr. Wuirren. Carryover of applications? 

Mr. Parriner. Yes, sir. 

Mr. Wuirren. Does that mean that you have not come around to 
turning them down, or does it mean that you have not progressed to 
the point of passing on them one way or the other? 

Mr. Parrmer. The latter. We will not be able to process those loans 
at that point. 

Mr. Wuirren. You will have a carryover of applications of $161 
million and an indication that you will have a carryover of lending 
authority of $52 million in addition to the $20 million contingent 
fund? 

Mr. Herzog. That would lapse. 

Mr. Wuirren. Your $32 million would be the only part that might 
carryover ¢ 

Mr. Herzoc. That is right. 

Mr. Wuirren. That leaves approximately $130 million of loan 
requests beyond the amount of money that you carry over? 

Mr. Herzoa. Yes. 

Mr. Wuirtren. So, what is your estimate now of your total request 
that you can foresee, including firm requests from existing borrowers, 
plus the other that you estimated ? 

Mr. Parriner. In applications to be received ? 

Mr. Wuirten. To be received. 

Mr. Patrice. As best as we can give you that, that is $308 million. 

Mr. Wuirren. That would be in addition to the $160 million ? 

Mr. Herzoc. Right. 

Mr. Wurrren. That fails to take into consideration the tail end 
of 1959, where you doubtless would be in the same position where you 
are in 1958 

You just have to do it by rule of thumb in estimating that? 

Mr. Parrrince. Yes, sir. 

Mr. Wurrren. That leaves a firm figure or estimate submitted by 
the Administrator of $325 million to $350 million, which would be 
just about the total indicated from your figures as to the likely need ? 
' Mr. Parrrmer. Yes. The estimates indicate a total loan need for 
the electric program in 1959 of about $325 million, from whatever 
sources the money may be available. 
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Mr. Hamin. Could I inject something into the record there? 

It is apparent, right at the moment, Mr. Chairman, that our loans 
will be less between now and the end of the year than we had antici- 
pated some time back. That is, processing these loans in an orderly 
fashion, in a sound, businesslike way, fewer applications came in 
than we had anticipated were going to come in. 

That may mean that those applications may come in at a later date, 
but it is one of these propositions where you have to have a little 
leeway. 

Mr. Waurrren. Which adds to the soundness of the committee action 
for the last number of years in providing lending authority plus 
contingencies. 

If you do not need contingencies, it does not harm you, and if you 
do need them, they are there. 

Mr. Wuirren. The committee will stand adjourned. 





Fripay Marcu 7, 1958. 

Mr. Wurrren. The committee will please come to order. 

We are pleased to announce that one of our colleagues, an outstand- 
ing member of this subcommittee, is now dealing with outer space. 
That is a very important committee and we are highly gratified that 
a member of our subcommittee has been named to that committee 
which, from all indications, from military appropriations and from 
the Atomic Energy Commission, is something that is likely to be 
greatly important to America’s future. 

We congratulate our colleague, Mr. Natcher. 

Mr. Natcner. Thank you, Mr. Chairman. 

Mr. Anversen. I, too, am proud of the honor given to Mr. Natcher. 

Mr. Wnirrren. We will now continue with the REA. If the com- 
mittee will bear with me there is one other question I would like to 


ask. 


PREPARATION OF PROPOSED LEGISLATION 


First, Mr. Scott, who prepared this bill, if you know, as regards 
changing the REA source of funds? 

Mr. Scorr. Mr. Chairman, are you speaking about the drafting of 
the bill ? 

Mr. Wuirten. Yes. 

Mr. Scorr. That was a job in which our legal Department and 
counsel from the Treasury Department worked together. 

Mr. Wuirren. Mr. Farrington, and folks under him? 

Mr. Scorr. That is right. 

Mr. Wutrren. Did the REA folks participate in that decision; or 
do you know? 

Mr. Scorr. Mr. Hamil and I were in some of the discussions when 
this was finally being shaped up and discussing features of the bill 
and possible provisions. 

Mr. Wurrren. I believe the record now shows that no recommen- 
dation originated with the REA in the first instance. Instead this 
came down as a directive and your work came after the fact rather 
than having initiated a proposal; is that right? 

Mr. Scorr. That is correct, Mr. Chairman. 
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Mr. Wurrren. That is all. 

Mr. Andersen ¢ 

Mr. ANpersen. Thank you, Mr. Chairman. 

Mr. Scott, I do not want to go back too much over the same ground 
covered last week by our very able chairman, Mr. Whitten, who is, 
and always has been, a staunch supporter of the REA, but there are a 
few areas of doubt which I think should be clarified in this problem. 

As a courtesy to my chairman, I refrained from interrupting when 
he was asking questions, but 1 was not at all satisfied with some of the 
answers, and, from my notes, I would like to go back over some of those 
particular items. 


BORROWING COSTS UNDER PROPOSED METHOD OF FINANCING 


I think the record will show that you estimated that increased 
borrowing costs to REA cooperatives under the proposed new method 
of financing would be about one-half percent more than the rate of 
United States Treasury issues. That hardly sounds realistic to me 
and I would like to know how you arrived at that figure. 

Mr. Scorr. It has been stated to me that this revolving fund pro- 
posal in this legislation is quite similar to a method used by the 
Federal Housing, a so-called Fannie May institution. 

The rate at which they have been able to get money during the last 
year has ranged from about 1 percent above areeeury rates for com- 
parable issues to one issue that was the same. I do not know what 
this rate would be under the proposed REA revolving fund but from 
comments by officials of the Treasury I think it might be, after the 
issue is established on the market, about a half of ‘J percent above 
Treasury rates for comparable issues. 

Mr. Anpersen. I want you to remember this: I am referring to 
the increased borrowing costs to REA cooperatives under the pro- 
posal. I believe that you have told the committee the other day 
that that would be about one-half of 1 percent more than the rate of 
United States Treasury issues, or at least that is the way I read the 
record. 

I am speaking about the entire costs to the REA cooperatives con- 
cerned as far as getting financing is concerned. 

Let me say further, and then perhaps you will gather more what 
I mean, I have not had time to carefully analyze the proposed legis- 
lation but I did note that the language in section 401 (a), subsection 
4, provides that an additional charge of 1 percent shall be made to 
borrowers under the insured-loan program. That alone would raise 
the cost more than one-half percent above the United States Treas- 
ury costs. 

Let us just take a few minutes here to discuss some specifics as to 
the big question involved. 

That is, the amount of money it would cost borrowers under the 
proposed program as compared to what it is costing the “mnow. Last 
week, I reiterate, you referred to an interest rate of | } percent or 314 
percent. I have done a little checking around on that and frankly I 
find it hard to accept. In the first place, Mr. Scott, interest on these 
loans would not be tax-exempt, would it ¢ 

Mr. Scorr. No, sir. 

Mr. Anversen. That is correct. They would not. 
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Let me give you an example and then I would like to have you give 
us some examples in support of your position. I am told that the city 
of Memphis bond issue, which 1s tax-exempt and considered a pretty 
safe investment, cost somewhere in the neighborhood of 5 percent. 
I know that school bonds are costing as miuch as 5 percent and so are 
municipal bonds back my way. 

Mr. Scott, what would it cost in the way—here is what I would 
like brought out—of total interest, insurance, and any other charges 
for an average REA cooperative back in Minnesota to borrow money 
under the program here recommended to us? 

Mr. Scorr. Mr. Andersen, there are three methods set out in this 
proposed legislative amendment to the act. My remark a few 
moments ago was based on the first alternative, revolving fund. 
From all the remarks that I have heard made about these different 
methods of getting funds, of these three methods, undoubtedly the 
revolving fund method would get the lowest rate. As I have just 
stated, the comparison has been made by people in the Treasury, who 
know about this type of financing, that this would be similar to “Fan- 
nie May”. The range of rates that they have been able to get has 
been, from one instance where it was the same as the Treasury, on 
up to a spread of 1 percent above. 

The other alternative, the insured-loan procedure, would as you men- 
tioned in your question or comment, include a 1 percent addition to the 
cost of money to set up the insured fund. Obviously that would add 
another percent to the cost of money. So far as the strength back of 
the insured-loan proposal is concerned, I think that it would be a type 
of investment that after it became known in the market, perhaps 
would not cost much more than Treasury rates, not including the 1 
percent for the insured fund. I am thinking in terms of a half to 
three-quarters percent above Treasury rates of comparable terms. 
You have to get these issues established in the market. They do not 
just accept them immediately ; we know. 

The third alternative, the subordination method, I think, would 
again be somewhat higher because that has to be negotiated on an indi- 
vidual basis. I would expect that rate to be at least 1 percent above 
Treasury rates or maybe more. It would depend entirely on the 
individual proposal. 

However, with a good rural electric system wanting only a moder- 
ate size loan from a banking institution, or investment fund, within 
the area, they might make a very favorable interest rate. Over all, I 
think that would be a costlier method than the other two. 

Mr. Anversen. That agrees with your testimony back in July 1955 
when you and Mr. Partridge were testifying before the Committee on 
Government Operations, Mr. Scott. 

According to the record of that hearing, you advised the members 
of that committee then that it would cost REA cooperatives some- 
where between 4.8 and 6.1 percent to borrow this money from non- 
Government sources. You bring out exactly that in your testimony 
now, that it would cost at least 1 cent more than going Government 
money. Interest rates, however, have gone up since you and Mr. 
Partridge made that testimony in July of 1955 and that is why T am 
asking this question, to explain why you think today we could possibly 
furnish the money needed by these REA. cooperatives, even for any 
such minimum figure as you have stated then, 4.8 percent. 
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It ranged then from 4.8 to 6.1 according to yourself and Mr. 
Partridge’s own testimony in July 1955. If that was the case then, I 
repeat, interest rates have gone up since then. Money was cheaper 
then. That was the case then and it is rather disturbing to me, Mr. 
Scott, to have the Department come in -here—again when I refer to 
the Department, I am not referring to you because I realize that is 
policy on the part of the Department and the administration—but I 
would like you to comment on that previous testimony made by Mr. 
Partridge and yourself as to the cost of that money. I will refer you 
to those { figures in my statement there, taken from that testimony. 

Mr. Scorr. Mr. Andersen, at that time we certainly had no partic- 
ular plan of financing in mind. Certainly there was no method of 
obtaining money that I had heard discussed at all. We were just 
speaking about—— Lege 

Mr. ANDERSEN. You were speaking there about going into the open 
money market in Wall Street, or wherever the money might be 
available for these loans; were you not? 

Mr. Scorr. Yes, sir. 

Mr. Anpersen. Regular banking circle loans? 

Mr. Scorr. Yes. ; 

At this time, with this particular legislation having been drafted 
and some inquiry having been made of people in the Treasury who 
are familiar with the security market, I think we can be more definite 
about what it might cost. As I say, I think the rate on this revolving 
fund method would be in the range of up to 1 percent above compar able 
Treasury issues. 

Mr. ANpERSEN. One percent above what the Government has to pay 
for funds today ? 

In addition, you have the 1 percent insurance costs, do you not, if 
it is all on the insured mortgage part of the program, Mr. Scott ? 

Mr. Scorr. Yes, under the insured part there is that added 1 percent, 
but under the revolving fund, there is not that provision. 

Mr. Anpersen. Do you think any banking circles or people with 
that sort of money, insurance companies, or others, would get in and 
invest in these bonds unless first they are insured by the Government, 
especially since they are not tax exempt ? 

Mr. Scorr. I think so; yes, definitely. 

Might I elaborate? 

Mr. AnprersEN, Go ahead, Mr. Scott. 

Mr. Scorr. Might I elaborate, Mr. Andersen, why I say that I 
think we could get the money on these terms? 

Mr. AnpersEN. Yes. 

Mr. Scorr. Let us use the revolving fund as an example here, be- 

vause I think it is the most logical way to get funds. You would 
have under this proposal backing up these issues which might be 
offered in the market $3 billion or more of first-mortgage liens on 
all of these systems. 

Mr. AnperseN. You refer to the revolving fund, Mr. Scott. Is 
your hope that there would be sufficient funds in the revolving fund 
to take care of the bulk of the demands on the part of REA for new 
loans, is that it? You feel that the bulk of the funds will come out 
of the revolving fund? 

Mr. Scorr. The President’s budget message provided, as you know, 
$150 million in new appropriations for electric loans and the remain- 
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der of the funds needed would come from the investment market. 
There would certainly not be more than half, I would say, of the 
funds needed for 1959 for electric systems that would be coming 
from the sale of bonds. 

Mr. Anpversen. The proposed bill does say, does it not, that loan 
repayments must be repaid into the Treasury, repayments on present 
existing loans? Those loan repayments do not go into the revolving 
fund, Mr. Scott, according to the bill as far as I read it. 

Mr. Scorr. I believe if you will read it carefully again, Mr. An- 
dersen 

Mr. Anpersen. I may be mistaken. I would like to be corrected 
if I am mistaken. 

Mr. Scorr. The assets of this fund consist of these first-mortgage 
loans, all receipts from the issuance of securities under this authority, 
the loans themselves that are made from these receipts, new loans, 
would go—— 

Mr. ANpeRSEN. You are referring now to loans, but there is nothing 
coming into this revolving fund from the present approximately $3 
billion in old loans, in repayment; is there? 

Mr. Scorr. Yes. 

Mr. AnprErsen. Excuse me, but I thought the bill calls for those re- 
payments to go back directly into the Treasury. 

Mr. Scorr. These amortized repayments—the principal and interest 
installments—are included in the fund. ‘There is a priority set up in 
the bill that they may be used, first, to meet principal and interest 
payments on the new bonds that are issued. 

There is a second 

Mr. AnperRsEN. You are referring to repayments. Repayments on 
what ? 

Mr. Scorr. On the existing loans and on new loans that are made. 

Mr. Anpersen. I am thinking now about the existing loans. You 
are telling the committee now that repayments on the existing loans 
come into the revolving fund in their entirety; is that it? 

Mr. Scorr. That is right. 

Mr. Anversen. They come into the so-called revolving fund, but 
first priority is given to payments on the bonds; and loans to coopera- 
tives must wait. 

I wish you would place at this point in the record the correct inter 
pretation as to what is in the bill, at the convenience of your staff. I 
want the correct information there. 

Mr. Scorr. We will be very glad to. I am certain that they do go 
into this fund as well as all appropriated funds. There is a priority 
of use set up. 

(The following information was subsequently supplied :) 





Under section 301 (b) (3) of the proposed bill, all collections of principal and 
interest on existing loans go into the revolving fund. 

Mr. Anpersen. I am glad to hear that. 

Mr. Scorr. These funds, first. could be used to meet the interest 
and principal installments on the new bonds or debentures that are 
issued. Then the interest on the indebtedness to the Treasury would 
be paid. It is contemplated that funds not needed for the purposes 
of the revolving fund would go back to the Treasury. We have not 
tried to work out in final detail just how this revolving fund might 
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be used. There are several things that have occurred to us that would 
make it possible to have a very advantageous, workable, arrangement 
with this revolving fund and all of these assets. It has many possi- 
bilities, Mr. Andersen. 

Mr. Anpersen. In my opinion, it is going to be as complicated as 
that bill we attempted to consider on the floor of the House yesterday. 
Very few of the many Members who voted for it knew what they 
were doing when they voted for it. 

Mr. Scott, 1 am personally concerned with the entire welfare of 
the REA program, but I am Ss more directly responsible for 
the REA in my own home are 

[If you have this Se with you, I would like to have it 
placed in the record at this point; and, if not, please get me some re- 
liable estimates together and insert them in the record with the source 
of your information, to be specific. 

How much would it cost the Lyon-Lincoln Cooperative in my home- 
town of Tyler, and in the counties of Lyon and Lincoln in south- 
western Minnesota, to borrow money under, first, the revolving-fund 
plan, and, second, under the insurance plan, and, third, under the 
mortgage subordination plan? 

I would like to have an estimate as to your best judgment today 
what it would cost in the future for my own hometown REA organi- 
zation to borrow money under the three provisions as you state in 
the proposed bill. 

Would you place that in the record, Mr. Scott, after careful study ? 

I wish that in answering this question you would, for example, take 
the last loan advanced to a particular cooperative and set up an 
example of just what would happen to that particular loan, costwise, 
under the provisions contained in the proposed measure. 

Mr. Scorr. We would be very glad to. 

If a loan does not project out, it would mean Federal funds would 
be available to finance the loan. 

Mr. Anversen. I wish you would put all of that in the record in 
direct response to my question. 

Mr. Scorr. We will be very glad to. 

(The following information was subsequently supplied.) 

Based on information furnished by the Treasury and supplied for the record, 
it is estimated that interest rates under the various sources of funds provided 
in the proposed legislation would be of the following order 

1. Revolving fund.—(a) Funds provided through appropriation acts would 
bear the statutory rate, presently 2 percent. 

(6b) Funds provided through borrowings from sources oitside the Federal 
Government. The estimated cost would be about one-half of 1 percent above 
the Treasury rate for comparable maturities. The proposed legislation provides 
that this cost would be taken into consideration in determining the rate to be 
charged borrowers. 


» 


2. Insured loans.—For funds provided under the insurance plan, the interest 
rate would be about one-half of 1 percent above the Treasury rate for com- 
parable maturities, plus a 1-percent insurance charge until such time as the 
Secretary of Agriculture deems the insurance fund to be adequate. 

3. Subordination.—For funds provided through this source, the rate would 
be set by negotiations between borrowers and private lenders in each particular 
case. 

The last loan to the Lyon-Lincoln Electric Cooperative at Tyler, Minn., made 
in July 1952, was for $300,000. 


; 
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Because we cannot determine at this time the trend in future interest rates, 
no definite statement can be made of the cost in the future of money to this 
cooperative or other borrowers from the various sources provided in the pro- 
posed legislation, except where the source of the loan funds would be appro- 
priations. 

On the basis of the present statutory rate of 2 percent, and with payments of 
interest on a current basis and principal payments beginning the fourth year, 
the total interest expense during the 35-year loan period would amount to $416.80 
per $1,000 of loan. 

To show the effect of a somewhat higher interest rate; for example 3 percent: 
with payments of interest on a current basis and principal payments beginning 
the fourth year, the total interest expense during the 35-year loan period would 
amount to $649.04 per $1,000 of loan. 

Furthermore, no determination of the source of funds for a loan to Lyon- 
Lincoln or any other borrower can be made in advance since the prospective 
financial and operating status of the borrower at the time of the loan would 
be a primary consideration in determining the source or sources of the loan 
funds and the accompanying interest rates. 

In the event a loan did not show feasibility under the various other sources 
of funds provided in the proposed legislation, without an increase in electric 
rates, it is contemplated that appropriated funds would be available to finance 
the loan at the statutory interest rate. 


EFFECT OF PROPOSED LEGISLATION ON MINNESOTA COOPERATIVES 


Mr. Anprersen. Mr. Scott, from your knowledge of their financial 
condition and rate structure, how many Minnesota cooperatives would 
have to raise their electrical rates if the administration's proposal 
or if the "os. gulgancaeal S proposal were approved by the Congress? 

If you find by your study that any of these particular cooperatives 
in Minnesota will have to raise their rates because of the new legis- 
lation, I would like to have these cooperatives identified in the ree ord 
at this point along with your answer. 

Mr. Scorr. We will be glad to look into that. I have not made 
any study of that. 

(The following information was subsequently supplied :) 

In submitting the proposed legislation, it was not contemplated that any bor- 
rowers, in Minnesota or elsewhere, would haye to raise their electric rates be- 
cause of the proposed legislation. The budget recommendation provides for 
Federal loan funds to take care of borrowers needing such funds at the statu- 
tory rate. Unless the Congress changes the rate, such funds will continue to 
be loaned at a 2-percent interest rate. 

Mr. Anpersen. I realize that, Mr. Scott. That is why I am re- 
peating this and asking for this information to go into the record at 
your convenience before the record is printed. 

Mr. Scorr. Might I make this general comment ? 

There is no thinking that I have learned of, about any raising of 
power rates, and I have been in many of these discussions after this 
legislative idea was determined to be one that the administration was 
going to propose. 

The President submitted a recommendation that there would be 
some Federal funds to take care of those that need that type of financ- 
ing. The statutory rate, as you well know, applies to those funds unt i 
the Congress changes it. And then it would still be a statutory rate. 

Mr. Anpersen. The whole purpose of this question is to try to get 
into the record, after careful study by you and your staff, what, accord- 
ing to specific instances, will occur if the Congress were to accept 
the legislation proposed. 
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Mr. Scorr. I know that you are concerned about that. 

Mr. Wuitrren. Would the gentleman yield? 

Mr. ANDERSEN. Yes. 

Mr. Wurrren. I would like to point out that Mr. Scott previously 
testified that he did not think they would have to raise the rates. He 
said it was by reason of their reserves. However, if the position of the 
cooperatives would be injured if it pulled against reserves, it would 
have to raise rates. The effect on the cooperative would be the same 
in either instance. 

I notice Mr. Scott referred to it as “this legislation.” It is not 
legislation until the Congress passes it and the President signs it. 
Until you get some member of the Agriculture Committee to introduce 
it, I do not know whether you could even call it proposed legislation. 
The strongest term you could use would be “perhaps proposed 
legislation.” 

Mr. Scorr. I stand corrected. 

Mr. Wurrren. Is it true that nobody has introduced this yet? 

Mr. Scorr. Not that I have heard of. 

Mr. Wuirren. How much effort has been made to get some member 
of the Agriculture Committee to introduce it ? 

Mr. Scorr. There has been very little that I know of. 

Mr. AnpversEn. I am glad to hear that there is very little effort 
being put toward getting this bill pushed in the Congress. 

Mr. Stronc. M: ay we go off the record ’ 

Mr. Anpersen. All right. 

(Discussion off the record.) 

Mr. Anpersen. On the record. 


FINANCING LOANS TO MINNESOTA BORROWERS 


I want to have Mr. Scott answer this question on the record. 

How much financing do you estimate Minnesota cooperatives will 
need in the next 5 years? What does your survey show? Where 
would they likely have to get private financing? Would it be Min 
neapolis, Chicago, or New York? 

Again, I leave that wide open for your answer, gentlemen, and this 
is where [ bring in the 5-year figure. 

Mr. Scorr. We will furnish the answer for the record. 

(The following information was subsequently supplied :) 

LOAN REQUIREMENTS OF MINNESOTA REA CooPERATIVES 

Minnesota electric borrowers indicated in the 1957 survey of their construc 
tion plans and loan requirements that their loan applications during the period 
1959-63 will be: 


Fiscal year: 


fmount 
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, borrowers have been 
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INSTITUTIONS DEALING IN UTILITY FINANCING 


Mr. Wurrrten. Is it not a fact that utility loans are primarily han- 
dled by relatively few banking interests who specialize in that field ? 
If you have information on this, I would like to have in the record, 
with the permission of Mr. Andersen, a list of those banking institu- 
tions which primarily deal with this financing. I think the Dixon- 
Yates matter will clearly demonstrate that relatively few people in 
New York City do prac tically all of the financing of the utility opera- 
tions in the country and have done so for many years. 

Mr. Scorr. Mr. Ch: uirman, in responding to that question, may we 
also include evidence in the record as to the sources of funds for bond 
issues ? 

You speak about individually negotiated loans to banks. This pro- 
posal also provides for the issuance of bonds which do not involve 
individual financing but seek investment funds. 

Mr. Wuirren. Allright. I will modify my question on this point, 
so as not to get us into the broad field of conjecture and high optimism. 

I will ask you to add, in answer to my question, the financial insti- 
tutions who primarily deal in the purchase of utility bonds. I am 
trying to find out what the score is up to now, whic h is bound to be 
the only basis on which you have any sound reason to project or con- 
jecture as to what will happen if this is set up. 

I think you will find the same institutions handle the bonds that 
may handle them on any short-term paper, or anything else. That is 
my recollection in connection with the Dixon-Y ates matter. 

‘Mr. Scorr. The only thing I meant to point out, and seek your 
permission to include some evidence on, was this revolving fund. I 
believe that would be a different type of issue than the bonds that 
you have just referred to. If I understood your comment, they would 
be the securities of an individual utility. This revolving fund pro- 
posal, and the bonds and debentures that would be issued would be 
attractive to investment funds. 

Mr. Wurrrten. Mr. Scott, let me point out again that you are speak- 
ing with high optimism. As I said, you must judge the future to a 
degree on that which has been true in the past. 

This $3.6 billion worth of property, electric lines, and equipment 
would be turned in as security for any notes or bonds which might be 
issued against the revolving fund, as I understand it: is that right ? 

Mr. Scorr. That is-one part of the assets. That is right. _ 

Mr. Wuirren. From my observation, there are many, many banking 
institutions that do not go in for land loans. There are many others 
that do not go into other type loans. 

I think again that the rec ord as to who has been financing this type 
of operation would be a situation where you would have to look as to 
who would go into this, where the s security is a certain type of 
operation. 

(The institutions referred to are as follows :) 
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Standard & Poor’s Corporation Records in its special tables section (vol. T-Z) 
lists the following firms as principal offerors of electric utility bond issues dur- 
ing calendar year 1957: 


American Securities Corp. Lehman Bros. 

Blyth & Co., Inc. Laurence M. Marks & Co. 

Dean Witter & Co. Merrill, Lynch, Pierce, Fenner & Beane 
Dillon Read & Co., Inc. Morgan, Stanley & Co. 

Eastman Dillon, Union Securities & Co. Ohio Co. 

Equitable Securities Corp. Paine, Webber, Jackson & Curtis 
First Boston Corp. R. W. Pressprich & Co. 

Halsey, Stuart & Co., Inc. Salomon Bros. & Hutzler 
Harriman, Ripley & Co., Inc. Shields & Co, 

Kidder Peabody & Co. Stone & Webster Securities Corp. 
Kuhn Loeb & Co. White, Weld & Co. 

Lazard Freres & Co. Wood, Struthers & Co. 


Mr. Wuirten. If a utility were to buy the debentures of the REA, 
or if any banking institution which has close ties with private utili- 
ties were to take over this collateral, they would have to operate it. 
It would have to be an institution that had close ties with private 
utilities so they could operate in case they should in the future have to 

take over the security which is the REA lines, offices, and all that. 

I think definitely you would find if this were ever to become law 
that those who have specialized in utility-type loans in the past would 
be the one who you would have to look to. For other reasons they 
would be looking to you, too. I think, from what you propose here, 
those folks who specialize in it would be anxious to get their hands on 
this type of paper. 


sD poY 


ASSOCIATION 


Mr. ANpERSEN. We have a big generating cooperative at Elk River, 
Minn. We have run into one obstacle after another in our effort to 
help them get into the atomic power generating field. Do you expect 
these generating cooperatives will be able to borrow all the money they 
need for expansion under the proposed new legislation ? 

Mr. Scorr. Mr. Andersen, I think the answer is “yes.” I base that 
on the remark of the President in his budget message in which he 
said that the purpose of this proposed legislation was to broaden the 
sources of capital from which REA systems may obtain the financing 
necessary for continued growth and adequate service to consumers. 

Mr. Anpersen. Your answer would be a qualified yes in response to 
my question. You might want tochange it in some way but you would 
say yes at this time. 

Mr. Scorr. Yes, sir. 

Mr. Anpersen. Would you explain to the subcommittee on what 
basis you expect them to get their funds under your proposed pro- 
gram. I am referring to Elk River or any similar project set up to 
develop atomic peacetime power. 

Mr. Scorr. Iam not sosure about this atomic business. 

Mr. Anpersen. I am referring to the Elk River project. 

Mr. Scorr. That gets into some of the things that the AtomicEnergy 
Commission are doing. I can say this about the general financing of 
any generating or any other type of REA loan purpose: The applica- 
tion would be made to the administrator in the usual manner. It 
would be developed in the very careful manner that they always fol- 
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low. If we had this authority to use private funds, we would know 
the cost of those funds at that time within reasonable limits. We 
would have some Federal funds and we would know the rate of in- 
terest on those funds. 

The men in the staff of REA would make their projections and de- 
termine whether or not it would be feasible to finance the proposed 
operation with Federal funds or with private funds. 

Mr. Anpersen. Would private funds make such an investment in 
something dealing with atomic energy without the bonds being in- 
sured by the Gove rnment ? 

Mr. Scorr. I am not sure about this atomic energy dev elopment. 

Mr. Anpersen. I am referring now to the Elk River, Minn., situa- 
tion. Might I suggest that you place your considered answer in the 
record ? 

Mr. Scorr. I will be glad to. 

(The following information was subsequently supplied :) 

Since atomic energy facilities in connection with power production are con- 
sidered at the present time to be experimental in nature, REA has no authority 
to finance the nuclear portion of a borrower's generating facilities. The pro 
posed legislation would not alter present REA authority concerning such loans. 
For the conventional portions of a borrower's generating facilities the loans 
under the proposed legislation would be considered in the same manner as 
all other types of distribution, generation and transmission applications 

Mr. Anpersen. I would like answers to these questions placed in 
the record referring to Elk River. What interest rate do you, expect 
they would have to pay under the new legislation if adopted, what 
terms will be required of them, what effects will these increase d costs 
have on electric rates on energy served by that particular organization ? 

(The information referred to follows:) 

The information supplied in response to the question concerning the cost of 
money to the Lyon-Lincoln Electric Cooperative under the various provisions of 
the proposed legislation indicates the difficulty of forecasting interest rates to 
be charged on funds from the various sources provided in the proposed legisla- 
tion. No increase in electric rates is contemplated as a result of the proposed 
legislation, inasmuch as the President’s budget recommendation provides for 
Federal funds to take care of those borrowers who need that type of financing at 
the statutory interest rate. 


AUTHORITY OF RE ADMINISTRATOR 


Mr. Anpersen. You advised us last week in response to — 
by our chairman that netther you nor ys a Secretary had in any way 
interfered with the authority of the REA Administration. We hors 
you will continue, at least I say I hope you will continue to follow 
that policy. But this proposed legislation creates some doubt in my 
own mind. I notice all the way through the draft bill that where 
any reference is made it is made to the Secretary of Agriculture. 
What becomes of the Administrator of REA under the proposed 
bill ? 

Mr. Scorr. It has no effect whatsoever on the authority of the 
Administrator, Mr. Andersen. I understand this particular style 
of drafting legislation is one that is commonly used in situations 
such as this where the Secretary under the Reorganization. Act has 
broad supervisory responsibilities. It is in the record here I am 
sure, that the authority to the REA Administrator was immedi- 
ately redelegated to him under the terms of the Reorganization Act. 
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Mr. Anpersen. I realize that, sir. What I am thinking about, 
however, is where it will leave the authority of the Administrator 
under the proposed bill. 

Mr. Scorr. Perhaps I should ask, with your permission, that Mr. 

Mynatt, our attorney, comment. 

Mr. Anversen. I would like any comment you can give me on that 
to reassure me we will not be just making a figurehead out of the 
REA Administrator. After all, today he is a presidential ap- 
pointee and it does not look to me if we permit this bill to become 
law that there will be any necessity for having such a presidential 
appointee in the future. According to the bill all discretion and 
authority is left with the Secretary of Agriculture. 

Mr. Mynarr. Mr. Andersen, that is correct. 

Mr. ANperseEN. You agree with me on my surmise ¢ 

Mr. Mynarr. That is mght, that the authority under this bill 
would lodge in the Secretary of Agriculture. 

Mr. AnpersEeN. Certainly it would. 

Mr. Mynarr. It could be delegated of course. 

Mr. ANpersEN. At the convenience of the Secretary. 

Mr. Mynarr. Yes, sir. 

Mr. Anversen. Certainly. Mr. Chairman, am I mistaken in my 
impression that the basic law had as its intent giving a certain de- 
fined area of responsibility to the REA Administrator as such ? 

Mr. Wuirren. I think so. We read the section the other day. 

Mr. Anpersen. You feel I am correct in my assumption ¢ 

Mr. Wuirren. | do. 

Mr. Anpersen. If you care to query further on this particular point, 
Mr. Chairman, I think this is basic. I will be very much disappointed 
if we do anything by the Congress which would take away from the 
REA Administrator any of his powers which the Congress certainly 
intends him to have. 

Mr. Wurrren. I would appreciate a chance to develop it. I would 
also point out that I am glad to note the very searching questions that 
the gentleman from Minnesota has asked. 

Mr. Anpersen. I have spent the last 2 days and I am pleased by the 
way you gave us this opportunity to study this proposed legislation. 
But i had my staff working on it for the past 3 or 4 days, consulted 
with various people, and as a result we have these questions prepared 
which I think should be answered in the record. 

Mr. Wurrren. I do, I would like for the REA to call our attention 
to these replies. The reason I say that is that in the event we wish 
to bring your group back for any clarification of these answers we 
would want to have adequate notice so we could see they were respon 
sive. 

Mr. Scorr. We will be delighted to do that. 

Mr. Wirrren. Pursuing this matter further, is 1t your understand- 
ing that the REA Administrator is set up with certain rights and du 
ties and certain powers and that his determination is final under the 
basic REA Act at the present time ? 

Mr. Scorr. He has full responsibility of making decisions on loan 
applications, if that is what you are referring to. 


21494—58—-pt. 3——__44 
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AUTHORITY OF SECRETARY OF TREASURY IN REGARD TO LOAN TERMS AND 
INTEREST RATES 


Mr. Wurrren. Yes. Under this bill that would be taken away and 
would be given to the Secretary of Agriculture. In addition to that, 
this bill would also make the REA assoc iations subject to control by 
the Secretary of the Treasury, would it not, in that the Secretary of 
the Treasury could set the rate on the bonds at such a level as to 
preclude financing from that source? That is possible, is it not? 

Mr. Scorr. He has a responsibility to pass on rates as set out in 
the proposed legislation. 

Mr. Wurrten. Having that authority, he could, if he wished to, 
set a rate that would give unconscionable profits to the buyers of the 
bonds. On the other hand, he could set rates where they could not 
get any money. 

Mr. Scorr. He could set rates that would be very favorable to them 
also. 

Mr. Wurrrten. I am talking of his authority. 

Mr. Scorr. The broad authority. 

Mr. Wuirren. The broad authority would enable him to set rates 
that would result in unconscionable profits to the fellow who bought, 
and it would also be authority to set so low as to preclude the REA 
associations from getting money. I am talking of the authority. I 
would hope nobody would go to that extreme but it is the general 
authority. 

Mr. Scorr. It is the general wathenity. 

Mr. Wurrrten. For instance, on page 8 of your proposal it says, 
“Such notes shall bear interest payable semiannually at a rate deter- 
mined by the Secretary of the Treasury.” 

We are talking about the authority in the proposal. Reading that 
again myself, I note that the Secretary of the Treasury would have 
to approve the rate of repayment. So that the Secretary of the 
Treasury could, under this act, if it were ever enacted into law, set 
the rate of repayment on such a short period as to almost invite de- 
fault. Again I am pointing out the possibility under the proposed 
bill. 

This proposal before us now would put the Secretary of Agricul- 
ture in the place now held by the Administrator of REA. 

Then, in addition, it would put the Secretary of the Treasury, who 
has to approve certain things, in the position, by withholding his 
approval, of vetoing action of the Secretary of Agriculture. Is that 
correct ? 

Mr. Scorr. He has broad authority but it seems to me under this 
proposal where there is to be some federally appropriated funds and 
some private loan funds, if the Secretary of the Treasury should ex- 
ercise his authority in a way that would defeat the purpose of getting 
funds on reasonable terms that would facilitate carrying out the pur- 
poses of these rural electric systems, he would just invite greater use or 
force greater use of federally appropriated funds. 
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I think it would balance itself out and result in a good, reasonable 
discharge of those responsibilities. 

Mr. Wuirren. That is a good statement but it is not at all respon- 
sive. I asked you what the authority i in the act is, and not what your 
opinion is. I was trying to find out how broad the authority is. 

Mr. Scorr. I thought I said in the beginning, I intended to, that 
is very broad authority. 

Mr. Wurrren. Is it as broad as I have indicated ? 

Mr. Scorr. There is no limitation on what he shall do. It merely 
specifies he has this authority. 

Mr. Wuirren. He has it. By witholding an approval that is 
required he would in effect be vetoing, would he not? 

Mr. Scorr. Yes, and that is why ‘T responded as I did, that if he 
does that under this two-pronged approach here, he forces greater 
use of federally appropriated funds. 

Mr. Wuirren. That would leave Congress where it might still 
have to authorize funds, would it not? 

Mr. Scorr. The proposal contemplates appropriation of some Fed- 
eral funds and some funds to be obtained from private sources. 

Mr. Wuirren. Whatever the various provisions—and they are 
numerous—under your proposal there would be a change from the 
present law where the Administrator, appointed by the President 
and has to be confirmed by the Senate, has certain authority that no- 
body can take away from him. 

Under this proposal, though it has many parts, that provision of 
present law would be set t aside and then the REA associations would 
be dependent upon actions by the Secretary of Agriculture, many of 
which would have to have approval of the Secretary of the Treasury. 
That change would be made if this proposal were enacted into law. 

Mr. Anpersen. You made a summary of your belief as to what it 
does. It agrees entirely with mine. 


REORGANIZATION ACT 


Mr. Scorr. I believe that under the Reorganization Act the au- 
thorities are vested in the Secretary. I do not know that this pro- 
posed change here alters that greatly. There is.a great deal of testi- 
mony in relation to the reorganization plan, which indicates the in- 
tentions of the present Secretary of Agriculture as to how he is going 
to carry out those responsibilities. 

Mr. Wurrren. Could we have copies of that supplied to the com- 
mittee, the Reorganization Act, any statements of assurances granted 
by the Secretary, plus any legal opinions that may have been rendered 
as to that? Supply that for the record. 
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(The following information was subsequently supplied :) 
[PusLttc Law 109—SI1st CONGREss | 


[CHAPTER 226—IsT SESSION | 


[H. R. 2861—[63 Stat. 203] as amended to March 25, 1953, date of transmission of 


Plan 2 of 1953] 


An ACT To provide for the reorganization of Government agencies, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


TITLE |] 
SHORT TITLI 
Section 1. This Act may be cited as the “Reorganization Act of 1949”. 
NEED FOR REORGANIZATION 


Sec. 2. (a) The President shall examine and from time to time reexamine the 
organization of all agencies of the Government and shall determine what changes 
therein are necessary to accomplish the following purposes : 

(1) to promote the better execution of the laws, the more effective man- 
agement of the executive branch of the Government and of its agencies and 
functions, and the expeditious administration of the public business ; 

(2) to reduce expenditures and promote economy, to the fullest extent con- 
sistent with the efficient operation of the Government; 

(3) to increase the efficiency of the operations of the Government to the 
fullest extent practicable; 

(4) to group, coordinate, and consolidate agencies and functions of the 
Government, as nearly as may be, according to major purposes; 

(5) to reduce the number of agencies by consolidating those having similar 
functions under a single head, and to abolish such agencies or functions 
thereof as may not be necessary for the efficient conduct of the Government ; 
and 

(6) to eliminate overlapping and duplication of effort. 

(b) The Congress declares that the public interest demands the carrying out 
of the purposes specified in subsection (a) and that such purposes may be ac- 
complished in great measure by proceeding under the provisions of this Act 
and can be accomplished more speedily thereby than by the enactment of specifi 
legislation. 

REORGANIZATION PLANS 


Sec. 3. Whenever the President, after investigation, finds that 
(1) the transfer of the whole or any part of any agency, or of the whole 
or any part of the functions thereof, to the jurisdiction and control of any 
other agency: or 
(2) the abolition of all or any part of the functions of any agency; or 
(3) the consolidation or coordination of the whole or any part of any 
agency, or of the whole or any part of the functions thereof, with the whole 
or any part of any other agency or the functions thereof; or 
(4) the consolidation or coordination of any part of any agency or the 
functions thereof with any other part of the same agency or the functions 
thereof: or 
(5) the authorization of any officer to delegate any of his functions; or 
(6) the abolition of the whole or any part of any agency which agency 
or part does not hvae, or upon the taking effect of the reorganization plan 
will not have any functions, 
is necessary to accomplish one or more of the purposes of section 2 (a), he shall 
prepare a reorganization plan for the making of the reorganizations as to which 
he has made findings and which he includes in the plan, and transmit such plan 
(bearing an identifying number) to the Congress, together with a declaration 
that, with respect to each reorganization included in the plan, he has found 
that such reorganization is necessary to accomplish one or more of the purposes 
of section 2 (a). The delivery to both Houses shall be on the same day and 
shall be mede to each House while it is in session. The President, in his mes 
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sage transmitting a reorganization plan, shall specify with respect to each 
abolition of a function included in the plan the statutory authority for the exer- 
cise of such function, and shall specify the reduction of expenditures (itemized 
so far as practicable) which it is probable will be brought about by the taking 
effect of the reorganizations included in the plan. 


OTHER CONTENTS OF PLANS 
Sec. 4. Any reorganization plan transmitted by the Presid@nt under section 3— 

(1) shall change, in such cases as he deems necessary, the name of any 
any agency affected by a reorganization, and the title of its head; and shall 
designate the name of any agency resulting from a reorganiztion and the 
title of its head; 

(2) may include provisions for the appointment and compensation of the 
head and one or more other officers of any agency (including an agency 
resulting from a consolidation or other type of reorganization) if the Presi- 
dent finds, and in his message transmitting the plan declares, that by rea- 
son of a reorganization made by the plan such provisions are necessary. 
The head so provided for may be an individual or may be a commission or 
board with two or more members. In the case of any such appointment 
the term of office shall not be fixed at more than four years, the compensa- 
tion shall not be at a rate in excess of that found by the President to pre- 
vail in respect of comparable officers in the executive branch, and, if the 
appointment is not under the classified civil service, it shall be by the 
President, by and with the advice and consent of the Senate, except that, 
in the case of any officer of the municipal government of the District of 
Columbia, it may be the Board of Commissioners or other body or officer 
of such government designated in the plan; 

(3) shall make provision for the transfer or other disposition of the 
records, property, and personnel affected by any reorganization ; 

(4) shall make provision for the transfer of such unexpended balances 
of appropriations, and of other funds, available for use in connection with 
any function or agency affected by a reorganization, as he deems necessary 
by reason of the reorganization for use in connection with the functions 
affected by the reorganization, or for the use of the agency which shall have 
such functions after the reorganization plan is effective, but such unex- 
pended balances so transferred shall be used only for the purposes for 
which such appropriation was originally made; 

(5) shall make provision for terminating the affairs of any agency 
abolished. 


LIMITATIONS OF POWERS WITH RBESPECT TO REORGANIZATIONS 


Sec. 5. (a) No reorganization plan shall provide for, and no reorganization 
under this Act shall have the effect of— 

(1) abolishing or transferring an executive department or all the functions 
thereof or consolidating any two or more executive departments or all the 
functions thereof; or 

(2) continuing any agency beyond the period authorized by law for its 
exercise, or beyond the time when it would have terminated if the reorgani- 
zation had not been made; or 

(3) continuing any function beyond the period authorized by law for its 
exereises, or beyond the time when it would have terminated if the reorgani- 
zation had not been made; or 

(4) authorizing any agency to exercise any function which is not expressly 
authorized by law at the time the plan is transmitted to the Congress; or 

(5) increasing the term of any office beyond that provided by law for 
such office: or 

(6) transferring to or consolidating with any other agency the municipal 
government of the District of Columbia or all those functions thereof which 
are subject to this Act, or abolishing said government or all said functions. 

(b) No provision contained in a reorganization plan shall take effect unless the 
plan is transmitted to the Congress before April 1, 1953. 


1 Date amended to tread “June 1, 1957", by act of March 25, 1955 (69 Stat. 14). Date 
amended to read “April 1, 1955", by act of February 11, 1953 (67 Stat. 4). 
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TAKING EFFECT OF REORGANIZATIONS 


Sec. 6. (a) Except as may be otherwise provided pursuant to subsection (c) 
of this section, the provisions of the reorganization plan shall take effect upon 
the expiration of the first period of sixty calendar days, of continuous session 
of the Congress, following the date on which the plan is transmitted to it; but 
only if, between the date of transmittal and the expiration of such sixty-day 
period there has not_been passed by either of the two Houses, by the affirmative 
vote of a majority of the authorized membership of that House, a resolution stat- 
ing in substance that that House does not favor the reorganization plan. 

(b) For the purposes of subsection (a)— 

(1) continuity of session shall be considered as broken only by an 
adjournment of the Congress sine die; but 

(2) in the computation of the sixty-day period there shall be excluded 
the days on which either House is not in session because of an adjournment 
of more than three days to a day certain. 

(c) Any provision of the plan may, under provisions contained in the plan, 
be made operative at a time later than the date on which the plan shall otherwise 
take effect. 


DEFINITION OF “AGENCY” 


Sec. 7. When used in this Act, the term “agency” means any executive de 
partment, commission, council, independent establishment, Government corpora- 
tion, board, bureau, division, service, office, officer, authority, administration, 
or other establishment, in the executive branch of the Government, and means 
also any and all parts of the municipal government of the District of Columbia 
except the courts thereof. Such term does not include the Comptroller General 
of the United States or the General Accounting Office, which are a part of the 
legislative branch of the Government. 


MATTERS DEEMED TO BE REORGANIZATIONS 


Sec. 8. For the purposes of this Act the term “reorganization” means any 
transfer, consolidation, coordination, authorization, or abolition, referred to 
in section 3. 

SAVING PROVISIONS 

Sec. 9. (a) (1) Any statute enacted, and any regulation or other action made, 
prescribed, issued, granted, or performed in respect of or by any agency or 
function affected by a reorganization under the provisions of this Act, before 
the effective date of such reorganization, shall, except to the extent rescinded, 
modified, superseded, or made inapplicable by or under authority of law or by 
the abolition of a function, have the same effect as if such reorganization had 
not been made; but where any such statute, regulation, or othér action has 
vested the function in the agency from which it is removed under the plan, such 
function shall, insofar as it is to be exercised after the plan becomes effective, 
be considered as vested in the agency under which the function is placed by 
the plan. 

(2) As used in paragraph (1) of this subsection the term “regulation or other 
action” means any regulation, rule, order, policy, determination, directive, 
authorization, permit, privilege, requirement, designation, or other action. 

(b) No suit, action, or other proceeding lawfully commenced by or against 
the head of any agency or other officer of the United States, in his official 
capacity or in relation to the discharge of his official duties, shall abate by 
reason of the taking effect of any reorganization plan under the provisions of 
this Act, but the court may, on motion or supplemental petition filed at any time 
within twelve months after such reorganization plan takes effect, showing a 
necessity for a survival of such suit, action, or other proceeding to obtain a 
settlement of the questions involved, allow the same to be maintained by or 
against the successor of such head or officer under the reorganization effected 
by such plan or, if there be no such successor, against such agency or officer 
as the President shall designate. 


UNEXPENDED APPROPRIATIONS 


Sec. 10. The appropriations or portions of appropriations unexpended by 
reason of the operation of this Act shall not be used for any purpose, but shall 
be impounded and returned to the Treasury. 
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PRINTING OF REORGANIZATION PLANS 


Sec. 11. Each reorganization plan which shall take effect shall be printed in 
the Statutes at Large in the same volume as the public laws, and shall be printed 
in the Federal Register. 

TITLE II 


Sec. 201. The following sections of this title are enacted by the Congress: 

(a) As an exercise of the rulemaking power of the Senate and the House of 
Representatives, respectively, and as such they shall be considered as part of 
the rules of each House, respectively, but applicable only with respect to the 
procedure to be followed in such House in the case of resolutions (as defined in 
section 202) ; and such rules shall supersede other rules only to the extent that 
they are inconsistent therewith ; and 

(b) With full recognition of the constitutional right of either House to 
change such rules (so far as relating to the procedure in such House) at any 
time, in the same manner and to the same extent as in the case of any other rule 
of such House. 

Sec. 202. As used in this title, the term “resolution” means only a resolution 
of either of the two Houses of Congress, the matter after the resolving clause 
of which is as follows: “That the ————- does not favor the reorganization plan 
numbered — transmitted to Congress by the President on —————————_, 19—.”, 
the first blank space therein being filled with the name of the resolving House 
and the other blank spaces therein being appropriately filled; and does not 
include a resolution which specifies more than one reorganization plan. 

Sec. 203. A resolution with respect to a reorganization plan shall be referred 
to a committee (and all resolutions with respect to the same plan shall be 
referred to the same committee) by the President of the Senate or the Speaker 
of the House of Representatives, as the case may be. 

Sec. 204. (a) If the committee to which has been referred a resolution with 
respect to a reorganization plan has not reported it before the expiration of ten 
ealendar days after its introduction, it shall then (but not before) be in order to 
move either to discharge the committee from further consideration of such 
resolution, or to discharge the committee from further consideration of any 
other resolution with respect to such reorganization plan which has been referred 
to the committee. 

(b) Such motion may be made only be a person favoring the resolution, shall 
be highly privileged (except that it may not be made after the committee has 
reported a resolution with respect to the same reorganization plan), and debate 
thereon shall be limited to not to exceed one hour, to be equally divided between 
those favoring and those opposing the resolution. No amendment to such mo- 
tion shall be in order, and it shall not be in order to move to reconsider the vote 
by which such mofion is agreed to or disagreed to. 

(c) If the motion to discharge is agreed to or disagreed to, such motion may 
not be renewed, nor may another motion to discharge the committee be made 
with respect to any other resolution with respect to the same reorganization plan. 

Sec. 205. (a) When the committee has reported, or has been discharged from 
further consideration of, a resolution with respect to a reorganization plan, it 
shall at any time thereafter be in order (even though a previous motion to the 
same effect has been disagreed to) to move to proceed to the consideration of 
such resolution. Such motion shall be highly privileged and shall not be de- 
batable. No amendment to such motion shall be in order and it shall not be in 
order to move to reconsider the vote by which such motion is agreed to or disa- 
greed to. 

(b) Debate on the resolution shall be limited to not to exceed ten hours, which 
shall be equally divided between those favoring and those opposing the resolu- 
tion. A motion further to limit debate shall not be debatable. No amendment 
to, or motion to recommit, the resolution shall be in order, and it shall not be in 
order to move to reconsider the vote by which the resolution is agreed to or 
disagreed to. 

Sec. 206. (a) All motions to postpone, made with respect to the discharge 
from committee, or the consideration of, a resolution with respect to a reorgani- 
zation plan, and all motions to proceed to the consideration of other business, 
shall be decided without debate. 

(b) All appeals from the decisions of the Chair relating to the application of 
the rules of the Senate or the House of Representatives, as the case may be, to 
the procedure relating to a resolution with respect to a reorganization plan 
shall be decided without debate. 

Approved June 20, 1949. 
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REORGANIZATION PLAN No. 2 or 1953 
[18 F. R. 3219, 67 Stat. 633] 


Prepared by the President and transmitted to the Senate and the House of 
Representatives in Congress assembled, March 25, 1953, pursuant to the 
provisions of the Reorganization Act of 1949, approved June 20, 1949, as 
amended [sections 133z to 133z-15 of this title]. 


DEPARTMENT OF AGRICULTURE 


§1. TRANSFER OF FUNCTIONS TO THE SECRETARY 

(a) Subject to the exceptions specified in subsection (b) of this section, 
there are hereby transferred to the Secretary of Agriculture all functions not 
now vested in him of all other officers, and of all agencies and employees, of 
the Department of Agriculture. 

(b) This section shall not apply to the functions vested by the Administrative 
Procedure Act [section 1001 et seq. of this title] in hearing examiners employed 
by the Department of Agriculture nor to the functions of (1) the corporations 
of the Department of Agriculture, (2) the boards of directors and officers of 
such corporations, (3) the Advisory Board of the Commodity Credit Corporation, 
or (4) the Farm Credit Administration or any agency, officer, or entity of, 
under, or subject to the supervision of the said Administration. 


§ 2. ASSISTANT SECRETARIES OF AGRICULTURE 

Two additional Assistant Secretaries of Agriculture shall be appointed by 
the President, by and with the advice and consent of the Senate. Each such 
assistant secretary shall perform such functions as the Secretary of Agriculture 
shall, from time to time, prescribe and each shall receive compensation at the 
rate prescribed by law for Assistant Secretaries of executive departments. 
$3. ADMINISTRATIVE ASSISTANT SECRETARY 

An Administrative Assistant Secretary of Agriculture shall be appointed, with 
the approval of the President, by the Secretary of Agriculture under the classi- 
fied civil service, and shall perform such functions as the Secretary of Agri- 
culture shall, from time to time, prescribe. The provisions of the item numbered 
(1) of the third proviso under the heading “General Provisions” appearing in 
chapter XI of the Third Supplemental Appropriation Act, 1952, approved June 
5, 1952 (66 Stat. 121) [section 517a of this title], are hereby made applicable 
to the position of Administrative Assistant Secretary of Agriculture. 


§4. DELEGATION OF FUNCTIONS 

(a) The Secretary of Agriculture may from time to time make such provisions 
as he shall deem appropriate authorizing the performance by any other officer, 
or by any agency or employee, of the Department of Agriculture of any function 
of the Secretary, including any function transferred to the Secretary by the 
provisions of this reorganization plan. 

(b) To the extent that the carrying out of subsection (a) of this section in- 
volves the assignment of major functions or major groups of functions to major 
constituent organizational units of the Department of Agriculture, now or here- 
after existing, or to the heads or other officers thereof, and to the extent deemed 
practicable by the Secretary, he shall give appropriate advance public notice of 
delegations of functions proposed to be made by him and shall afford appropri- 
ate opportunity for interested persons and groups to place before the Depart- 
ment of Agriculture their views with respect to such proposed delegations. 

(ec) In earrying out subsection (a) of this section the Secretary shall seek 
to simplify and make efficient the operation of the Department of Agriculture, 
to place the administration of farm programs close to the State and local levels, 
and to adapt the administration of the programs of the Department to regional, 
State, and local conditions. 


§5. INCIDENTAL TRANSFERS 

The Secretary of Agriculture may from time to time effect such transfers 
within the Department of Agriculture of any of the records, property, and per- 
sonnel affected by this reorganization plan and such transfers of unexpended 
balances (available or to be made available for use in connection with any 
affected function or agency) of appropriations, allocations, and other funds of 
such Department, as he deems necessary to carry out the provisions of this re- 
organization plan; but such unexpended balances so transferred shall be used 


only for the purposes for which such appropriation was originally made. 
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[| PuBLic—No. 19—76TrH ConereEss] 
[CHAPTER 36—I1sST SeEssION] 
[H. R. 4425—53 Stat. 561] 
AN ACT To provide for reorganizing agencies of the Government, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Reorganization Act of 1939”. 


TITLE I—REORGANIZATION 
| Part I 


SecTIon 1. (a) The Congress hereby declares that by reason of continued 
national deficits beginning in 1931 it is desirable to reduce substantially Gov 
ernment expenditures and that such reduction may be accomplished in some 
measure by proceeding immediately under the provisions of this Act. The 
President shall investigate the organization of all agencies of the Government 
and shall determine what changes therein are necessary to accomplish the fol- 
lowing purposes : 

(1) To reduce expenditures to the fullest extent consistent with the effi- 
cient operation of the Government ; 
(2) To increase the efficiency of the operations of the Government to the 
fullest extent practicable within the revenues ; 

(3) To group, coordinate, and consolidate agencies of the Government, 
as nearly as may be, according to major purposes ; 

(4) To reduce the number of agencies by consolidating those having simi- 
lar functions under a single head, and to abolish such agencies as may not 
be necessary for the efficient conduct of the Government; and 

(5) To eliminate overlapping and duplication of effort. 

(b) The Congress declares that the public interest demands the carrying out 
of the purposes specified in subsection (a) and that such purposes may be ac 
complished in great measure by proceeding immediately under the provisions of 
this title, and can be accomplished more speedily thereby than by the enactment 
of specific legislation. 

Sec. 2. When used in this title, the term “agency” means any executive de 
partment, commission, independent establishment, corporation owned or con- 
trolled by the United States, board, bureau, division, service, office, authority, or 
administration, in the executive branch of the Government. 

Sec. 3. No reorganization plan under section 4 shall provide 

(a) For the abolition or transfer of an executive department or all the func 
tions thereof or for the establishment of any new executive department: 

(b) In the case of the following agencies, for the transfer, consolidation, or 
abolition of the whole or any part of such agency or of its head, or of all or any 
of the functions of such ageney or of its head: Civil Service Commission, Coast 
Guard, Engineer Corps of the United States Army, Mississippi River Commission, 
Federal Communications Commission, Federal Power Commission, Federal Trade 
Commission, General Accounting Office, Interstate Commerce Commission, Na- 
tional Labor Relations Board, Securities and Exchange Commission, Board of 
Tax Appeals, United States Employees’ Compensation Commission, United States 

Maritime Commission, United States Tariff Commission, Veterans’ Administra 

tion, National Mediation Board, National Railroad Adjustment Board, Railroad 

Retirement Board, the Federal Deposit Insurance Corporation, or the Board of 

Governors of the Federal Reserve System: or 

(c) For changing the name of any executive department or the title of its 
head, or for designating any agency as “Department” or its head as “Secretary” 
or 

(d) For the continuation of any agency beyond the period authorized by law 
for the existence of such agency; or 

(e) For the continuation of any function of any agency beyond the period 
authorized by law for the exercise of such function : or 

(f) For authorizing any agency to exercise any function which is not expressly 
authorized by law. 

Sec. 4. Whenever the President, after investigation, finds that 

(a) the transfer of the whole or any part of any agency or the functions 
thereof to the jurisdiction and control of any other agency ; or 
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(b) the consolidation of the functions vested in any agency; or 

(c) the abolition of the whole or any part of any agency which agency 
or part (by reason of transfers under this Act or otherwise, or by reason 
of termination of its functions in any monner) does not have, or upon the 
taking effect of the reorganizations specified in the reorganization plan will 
not have, any functions, 

is necessary to accomplish one or more of the purposes of section 1 (a), he 
shall— 

(d) prepare a reorganization plan for the making of the transfers, con- 
solidations, and abolitions, as to which he has made findings and which he 
includes inthe plan. Such plan shall also 

(1) designate, in such cases as he deems necessary, the name of any 
agency affected by a reorganization and the title of its head ; 

(2) make provision for the transfer or other disposition of the records, 
property (including office equipment), and personnel affected by such 
transfer, consolidation, or abolition ; 

(3) make provisions for the transfer of such unexpended balances of 
appropriations available for use in connection with the function or 
agency transferred or consolidated, as he deems necessary by reason of 
the transfer or consolidation for us in connection with the transferred 
or consolidated functions, or for the use of the agency to which the 
transfer is made, but such unexpended balances so transferred shall be 
used only for the purposes for which such appropriation is originally 
made ; 

(4) make provision for winding up the affairs of the agency abolished ; 
and 

(e) transmit such plan (bearing an identifying number) to the Congress, 
together with a declaration that, with respect to each transfer, consolidation, 
or abolition referred to in paragraph (a), (b), or (c) of this section and 
specified in the plan, he has found that such transfer, consolidation, or 
abolition is necessary to accomplish one or more of the purposes of section 
1 (a). The delivery to both Houses shall be on the same day and shall be 
made to each House while it is in session. 

The President, in his message transmitting a reorganization plan, shall state 
the reduction of expenditures which it is probable will be brought about by the 
taking effect of the reorganizations specified in the plan. 

Sec. 5. The reorganizations specified in the plan shall take effect in accordance 
with the plan: 

(a) Upon the expiration of sixty calendar days after the date on which the plan 
is transmitted to the Congress, but only if during such sixty-day period there has 
not been passed by the two Houses a concurrent resolution stating in substance 
that the Congress does not favor the reorganization plan. 

(b) If the Congress adjourns sine die before the expiration of the sixty-day 
period, a new sixty-day period shall begin on the opening day of the next suc- 
ceeding regular or special session. A similar rule shall be applicable in the case 
of subsequent adjournments sine die before the expiration of sixty days. 

Sec. 6. No reorganization under this title shall have the effect 

(a) of continuing any agency or function beyond the time when it would 
have terminated if the reorganization had not been made; or 

(b) of continuing any function beyond the time when the agency in which 
it was vested before the reorganization would have terminated if the reor- 
ganization had not been made; or 

(c) of authorizing any agency to exercise any function which is not ex- 
pressly authorized by law. 

Sec. 7. For the purposes of this title any transfer, consolidation, abolition, 
designation, disposition, or winding up of affairs, referred to in section 4 (d), 
shall be deemed a “reorganization”’. 

Sec. 8. (a) All orders, rules, regulations, permits, or other privileges made, 
issued, or granted by or in respect of any agency or function transferred to, or 
consolidated with, any other agency or function under the provisions of this 
title, and in effect at the time of the transfer or consolidation, shall continue 
in effect to the same extent as if such transfer or consolidation had no occurred, 
until modified, superseded, or repealed. 

(b) No suit, action, or other proceeding lawfully commenced by or against 
the head of any agency or other officer of the United States, in his official capac- 
ity or in relation to the discharge of his official duties, shall abate by reason 
of any transfer of authority, power, and duties from one officer or agency of the 
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Government to another under the provisions of this title, but the court, on motion 
or supplemental petition filed at any time within twelve months after such 
transfer takes effect, showing a necessity for a survival of such suit, action, or 
other proceeding to obtain a settlement of the questions involved, may allow 
the same to be maintained by or against the head of the agency or other officer 
of the United States to whom the authority, powers, and duties are transferred. 

(c) All laws relating to any agency or function transferred to, or consolidated 
with, any other agency or function under the provisions of this title, shall, insofar 
as such laws are not inapplicable, remain in full force and effect. 

Sec. 9. The appropriations or portions of appropriations unexpended by reason 
of the operation of this title shall not be used for any purpose, but shall be im- 
pounded and returned to the Treasury. 

Sec. 10. (a) Whenever the employment of any person is terminated by a 
reduction of personnel as a result of a reorganization effected under this title, 
such person shall thereafter be given preference, when qualified, whenever an 
appointment is made in the executive branch of the Government, but such 
preference shall not be effective for a period longer than twelve months from the 
date the employment of such person is so terminated. 

(b) Any transfer of personnel under this title shall be without change in 
classification or compensation, except that this requirement shall not operate 
after the end of the fiscal year during which the transfer is made to prevent the 
adjustment of classification or compensation to conform to the duties to which 
such transferred personnel may be assigned. 

Sec. 11. If the reorganizations specified in a reorganization plan take effect, 
the reorganization plan shall be printed in the Statutes at Large in the same 
volume as the public laws, and shall be printed in the Federal Register. 

Sec. 12. No reorganization specified in a reorganization plan shall take effect 
unless the plan is transmitted to the Congress before January 21, 1941. 


PART 2 


Sec. 21. The following sections of this part are enacted by the Congress: 

(a) As an exercise of the rulemaking power of the Senate and the House of 
Representatives, respectively, and as such they shall be considered as part of 
the rules of each House, respectively, but applicable only with respect to the 
procedure to be followed in such House in the case of resolutions (as defined in 
section 22); and such rules shall supersede other rules only to the extent that 
they are inconsistent therewith: and 

(b) With full recognition of the constitutional right of either House to change 
such rules (so far as relating to the procedure in such House) at any time, in 
the same manner and to the same extent as in the case of any other rule of 
such House. 

Seo. 22. As used in this part, the term “resolution”? means only a concurrent 
resolution of the two Houses of Congress, the matter after the resolving clause 
of which is as follows: “That the Congress does not favor the reorganization 
plan numbered ———— transmitted to Congress by the President on ————- ———-, 
19—.”, the blank spaces therein being appropriately filled; and does not include 
a concurrent resolution which specifies more than one reorganization plan. 

Sec. 23. A resolution with respect to a reorganization plan shall be referred 
to a committee (and all resolutions with respect to the same plan shall be 
referred to the same committee) by the President of the Senate or the Speaker 
of the House of Representatives, as the case may be. 

Sec. 24. (a) If the committee to which has been referred a resolution with 
respect to a reorganization plan has not reported it before the expiration of ten 
calendar days after its introduction (or, in the case of a resolution received 
from the other House, ten calendar days after its receipt), it shall then (but not 
before) be in order to move either to discharge the committee from further 
consideration of such resolution, or to discharge the committee from further 
consideration of any other resolution with respect to such reorganization plan 
which has been referred to the committee. 

(b) Such motion may be made only by a person favoring the resolution, shall 
be highly privileged (except that it may not be made after the committee has 
reported a resolution with respect to the same reorganization plan), and debate 
thereon shall be limited to not to exceed one hour, to be equally divided be- 
tween those favoring and those opposing the resolution. No amendment to 
such motion shall be in order, and it shall not be in order to move to reconsider 
the vote by which such motion is agreed to or disagreed to. 
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(c) If the motion to discharge is agreed to or disagreed to, such motion may 
not be renewed, nor may another motion to discharge the committees be made 
with respect to any other resolution with respect to the same reorganization 
plan. 

Sec. 25. (a) When the committee has reported, or has been discharged from 
further consideration of, a resolution with respect to a reorganization plan, it 
shall at any time thereafter be in order (even though a previous motion to the 
same effect has been disagreed to) to move to proceed to the consideration 
of such resolution. Such motion shall be highly privileged and shall not be 
debatable. No amendment to such motion shall be in order and it shall not be in 
order to move to reconsider the vote by which such motion is agreed to or 
disagreed to. 

(b) Debate on the resolution shall be limited to not to exceed ten hours, which 
shall be equally divided between those favoring and those opposing the resolution. 
A motion further to limit debate shall not be debatable. No amendment to, or 
motion to recommit, the resolution shall be in order, and it shall not be in order 
to move to reconsider the vote by which the resolution is agreed to or 
agreed to. 

Sec. 26. (a) All motions to postpone, made with respect to the discharge from 
committee, or the consideration of, a resolution with respect to a reorganization 
plan, and all motions to proceed to the consideration of other business, shall 
be decided without debate. 

(b) All appeals from the decisions of the Chair relating to the application of 
the rules of the Senate or the House of Representatives, as the case may be, to 
the procedure relating to a resolution with respect to a reorganization plan 
shall be decided without debate. 

Sec. 27. If, prior to the passage by one House of a resolution of that House 
with respect to a reorganization plan, such House receives from the other House 
a resolution with respect to the same plan, then— 

(a) If no resolution of the first House with respect to such plan has been 
referred to committee, no other resolution with respect to the same plan may 
be reported or (despite the privisions of section 24 (a)) be made the subject 
of a motion to discharge. 

(b) If a resolution of the first House with respect to such plan has been 
referred to committee- 

(1) the procedure with respect to that or other resolutions of such House 
with respect to such plan which have been referred to committee shall be 
the same as if no resolution from the other House with respect to such plan 
hand been received: but 

(2) on any vote on final passage of a resolution of the first House with 
respect to such plan the resolution from the other House with respect to 
such plan shall be. automatically substituted for the resolution of the first 
House. 


dis- 


TITLE II—BUDGETARY CONTROL 


Sec. 201. Section 2 of the Budget and Accounting Act, 1921 (U. 8S. C., 1984 


edition, title 31, sec. 2), is amended by inserting after the word “including” the 
words “any independent regulatory commmission or board and”. 


TITLE III—ADMINISTRATIVE ASSISTANTS 
Sec. 301. The President is authorized to appoint not to exceed six administra 
tive assistants and to fix the compensation of each at the rate of not more than 
$10,000 per annum. Each such administrative assistant shall perform 
duties as the President may prescribe. 
Approved, April 3, 1939. 


such 


REORGANIZATION PLAN No. II 
[53 Stat. 1431] 


Prepared by the President and transmitted to the Senate and the House of Representatives 
in Congress assembled, May 9, 1939, pursuant to the provisions of the Reorganization 
Act of 1939, approved April 3, 1939 


* * * * * * * 


Sec. 5. Department of Agriculture: Rural Eletrification Administration Trans- 
ferred.—The Rural Electrification Administration and its functions and activi- 
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ties are hereby transferred to the Department of Agriculture and shall be ad- 
ministered in that Department by the Administrator of the Rural Electrification 
Administration under the general direction and supervision of the Secretary 
of Agriculture. 


* * * ~ * * ” 


PART 4.—GENERAL PROVISIONS 


Seo. 401. Transfer of Functions of Heads of Departments.—Except as other- 
wise provided in this Plan, the functions of the head of any Department relating 
to the administration of any agency or function transferred from his Department 
by this Plan, are hereby transferred to, and shall be exercised by, the head of 
the department or agency to which such transferred agency or function is trans- 
ferred by this Plan. 

Sec. 402. Transfer of Records, Property, and Personnel.—All records and prop- 
erty (including office equipment) of the several agencies, and all records and 
property used primarily in the administration of any functions, transferred by 
this Plan and, except as otherwise provided, all the personnel used in the ad- 
ministration of such agencies and functions (including officers whose chief duties 
relate to such administration) are hereby transferred to the respective depart- 
ments or agencies concerned, for use in the administration of the agencies and 
functions transferred by this Plan: Provided, That any personnel transferred 
to any department or agency by this section found by the head of such depart- 
ment or agency to be in excess of the personnel necessary for the administra- 
tion of the functions transferred to his department or agency shall be retrans- 
ferred under existing law to other positions in the Government service, or sepa- 
rated from the service subject to the provisions of section 10 (a) of the Reorgan- 
ization Act of 1939. 

Sec. 403. Transfer of Funds.—So much of the tnexpended balances of appro- 
priations, allocations, or other funds available for the use of any agency in the 
exercise of any function transferred by this Plan, or for the use of the head of 
any department or agency in the exercise of any function so transferred, as the 
Director of the Bureau of the Budget with the approval of the President shall 
determine, shall be transferred to the department or agency concerned for use 
in connection with the exercise of the function so transferred. In determining 
the amount to be transferred the Director of the Bureau of the Budget may in- 
clude an amount to provide for the liquidation of obligations incurred against 
such appropriations, allocations, or other funds prior to the transfer: Provided, 
That the use of the unexepended balances of approprations, allocations, or other 
funds transferred by this section shall be subject to the provisions of section 
4(d) (3) and section 9 of the Reorganization Act of 1939. 

Sec. 404. Transfer of functions relating to personnel.—Except as prohibited 
by section 3 (b) of the Reorganization Act of 1939, all functions relating to the 
appointment, fixing of compensation, transfer, promotion, demotion, suspension, 
or dismissal of persons to or from offices and positions in any department vested 
by law in any officer of such department other than the head thereof are hereby 
transferred to the head of such department and shall be administered under 


his direction and supervision by such division, bureau, office, or persons as he 
shall determine. 


Avueust 30, 1957. 
Hon. Husert H, HUMPHREY, 
Chairman, Subcommittee on Reorganization, Committee on Government 
Operations, United States Senate, 


Deak Senator HumPuHrREY: I have carefully considered your further letter of 
August 22, 1957, about the questions you have raised concerning the rumored 
changes in the lending policy of the Rural Electrification Administration. 

These questions were also discussed in Mr. Morse’s letter to you of August 9 
and my letter of August 20. Substantially the same questions were raised dur- 
ing my press conference of August 20. A transcript of that portion of the press 
conference which includes my answers regarding REA was inserted in the Con- 
gressional Record of August 21 by Senator Morton. 

In both the letters and the press conference I have pointed out that there has 
been no reorganization of REA. The request to Mr. Hamil that he consult or 
discuss with the Director of Agricultural Credit Services applications for loans 
over $500,000 has not curtailed his authority for final approval on these loans. 
This action was taken in view of the record volume of applications for REA loans 
and the many complex problems which have arisen in the administration of that 
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program due to population shifts, increased costs of equipment, machinery and 
labor, and an increasing demand for more electric current for both farm and 
nonfarm use. 

The changing character of the Nation’s countryside is having a marked effect 
on the territory and electric service requirements of many REA borrowers. 
City people are moving to the country and building homes. Industry is locating 
in suburban and rural areas. The REA service territories are losing a good bit 
of their rural traits. About half of their revenue comes from farm service and 
the remaining half from nonfarm residences, commercial and miscellaneous 
services. 

The increasing demand for electric power throughout the country is reflected 
in constantly increasing demands for REA loans to provide needed facilities. 
REA loan approvals are keeping pace with this trend as shown by the following 
table: 

Loans approved 


Fiscal year: during year 
aN oe ST ian aback tacit allied 3: peri Beep eee ee $165, 758, 731 
Be ikeeccamereeiec sake ciebcavenclcdianinanede onadie/ ca renateraiiia il ca alec ianeetaanalas 164, 972, 662 
TA icc ccemoe ear eree ns sissies iaebint dete decd osieanestinicheatelake aiid didecaecticsdeiadeeerittced 167, 104, 100 
a _ 167, 530, 430 
ME ic tersieneui BE ig lee a ie ik Na ._ 189, 804, 800 
Ie oii Be cristae pepstatin aati alee haart neds niet al 300, 461, 514 


The request of Mr. Scott to Mr. Hamil that he be given a chance to review the 
applications for the loans in question was completely compatible with my testi- 
mony on Reorganization Plan No. 2. It is in line with the legal authority which 
exists in the basic law, in the reorganization plan, and in the public notices with 
respect to that plan which were published in the Federal Register in 1953 and 
1954. 

In my colloquy with you in the hearings on the reorganization plan held on 
May 18, 1953, 83d Congress, 1st session, at page 169, you asked whether it was 
my intention to leave the REA pretty much as an autonomous organization. 

I replied as follows : 

“Certainly I do not have in mind weakening the service which REA is render- 
ing. I think it is very essential, and I do feel that we have selected a good 
man to help it, and he will be given a pretty free hand, I am sure. But if we 
have in mind any major changes, certainly we would want to consult with the 
Congress before we took such steps, because I know there is a very wide interest 
in that agency, probably as much as in almost any other agency in the De- 
partment.” 

The requirement that these applications be reviewed by the Director of Agri- 
cultural Credit Services does not weaken the service which the agency was 
created by Congress to render. It was not a major change either in policy or 
in organization. It was not a transfer or an abolition of a function. The au- 
thority of the Secretary of Agriculture to make that request of an agency head 
under his supervision and direction, including REA, existed even before the re- 
organization plan of 1953 was approved 

REA was created as an independent agency of the Government by the Rural 
Electrification Act of 1936 (7 U. S. GC. 901, 914). Section 1 of the act provided 
that all of the administration’s powers would be exercised by an administrator. 
However, that section was substantially modified by section 5 of President Roose 
velt’s Reorganization Plan No. IT of 1939 (5 U. 8. C., p. 125), which transferred 
REA and its functions and activities to the Department of Agriculture and pro- 
vided that such functions and activities shall be administered in that Department 
by the Administrator of the Rural Electrification Administration under the gen 
eral direction and supervision of the Secretary of Agriculture. 

It apnears that in 1944 a question arose about the making of allotments as 
required by the act. The Department took the position, with the full legal ap 
proval of its Solicitor, that the Secretary’s duty to supervise and direct the 
activities of REA not only permitted him to approve the allotments but made it 
his duty to do so if desirable for the proper operation of the program. 

This conclusion was based on decisions of the courts, notably Knight v. United 
States Land Association, (142 U. S. 161), and the decision of the Comptroller 
General (19 C. G. 400). In the Knight case the Supreme Court concluded that 
the words “direction and supervision” are synonymous with the word “control” 
and import broad powers including the power to initiate, guide, superintend, 
manage, rule, review, notify, and overrule. 


' 
: 
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In that case the court was construing words directing the Commissioner of the 
General Land Office to perform certain functions “under the direction of the 
Secretary of the Interior.” The court said that the words under discussion are 
an expression of the power of the Secretary to supervise and control the extensive 
operations of the land department and then quoted with approval the statement 
of the Secretary of Interior as follows: 

“The statute in placing the whole business of the Department under the super- 
vision of the Secretary invest him with authority to review, reverse, amend, annul, 
or affirm all proceedings in the Department * * *.” 


See also Orchard v. Alexander, (157 U. S. 372 (1895) ) ; ———————- v.. United 
States (252 U. S. 450, 460 (1920) ) ; and ———— v. Standard Oil Company, (278 


U. S. 200, 220 (1929) ). 

State court decisions also follow this rule. They have held that the terms 
connote a power to superintend generally together with the incidental authority 
to regulate and control. v. Heffernan et al. (5 Dak. 180, 38 N. W. 
52 (1888)) ; State ex rel, Board of Transportation v. Fremont, R. & N. V. R. Co.. 
(22 Neb. 313, 35 N. W.18 (1887) ). 

The courts apparently do not distinguish between phrases using the word 
“eveneral” with “direction and supervision” from those where the word “general” 
is not used. See Great Northern Railway Company v. Snohomish County (93 
Pac. 924 (Wash, 1908) ). 

This conclusion with respect to the Secretary’s authority over the Rural Blec- 
trification Administration Administrator followed the policy determination of 
the Department reached in early 1940 in connection with the transfer of the 
Farm Credit Administration to this Department to be “administered in such De- 
partment under the general direction and supervision of the Secretary of Agricul- 
ture.” The Comptroller General (19 Comp. Gen. 400) said: 

“Consequently the Farm Credit Administration must be regarded as no longer 
an independent agency but as an agency within the Department of Agriculture 
and under the general direction and supervision of the Secretary of Agriculture 
* * * there would appear to be no authority under existing law for the effecting 
of such a transfer of authority and responsibility as would amount to a restora- 
tion of the Farm Credit Administration to its former status ‘an autonomous Fed- 
eral agency.’ ” 

It seems clear therefore that the request that the Rural Electrification Admin- 
istrator review certain loans with the Director of Agricultural Credit Services 
is not the exercise of new authority vested in me by Reorganization Plan No. 2 
of 1953. Moreover, it is a step which is well within the information given to 
the Congress and the public at the time Reorganization Plan No. 2 of 1953 was 
presented, approved, and made effective. 

The Administrator of the Farmers’ Home Administration is not only requested 
to discuss major loan problems with the Director of Agricultural Credit Services. 
but the law requires that all special livestock loans over $50,000 must be approved 
by the Secretary of Agriculture because of the major problems involved. 

Soon after I became Secretary of Agriculture, I alined the agencies of the 
Department into major groups, each group to report to me through designated 
officials of the Department. During the Senate hearings on Reorganization 
Plan No. 2, I furnished and there was included in the hearings two charts show- 
ing the organization of the Department effective January 21, 1953, and as 
amended March 10,1953. The January 21 chart shows the Farm Credit Adminis- 
tration, the Farmers’ Home Administration, and the Rural Electrification Ad- 
ministration grouped under “Agricultural Credit” and that these agencies are to 
report through the head of that group. The March 10 chart shows substantially 
the same arrangement (p. 142 and 144, hearings before the Subcommittee on 
Reorganization of the Committee on Government Operations, ‘United States 
Senate, on Reorganization Plan No. 2 of 1953 and §S. Res. 100 disapproving Re- 
organization Plan No. 2, 1953, May 12, 13 and 18, 1953 (other references to hear- 
ings contained in this letter are to hearings before this subcommittee) ). 

3v Secretary’s memorandum 1320, dated January 21 1953, all employees of 
the Department were advised that “agency and office heads within each group 
will report to their respective group head.* * * The Secretary and the Under 
Secretary meeting jointly with the major group heads and the Solicitor will 
consider matters of policy determination and long range planning * * * This 
organizational arrangement will make possible closer coordination of related 
activities and will centralize responsibility for consideration and determination 
of operating problems and other matters requiring departmental attention within 
each groun. A copy of this memorandum was furnished the subcommittee and 
appears in the hearings at pages 140-141. 
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As you are aware, Reorganization Plan No. 2 of 1953 transferred to the Secre- 
tary of Agriculture all of the functions of the heads of the agencies with which 
it dealt, including REA. However, on Angust 28, 1953, I issued, and there was 
published in the Federal Register of this date (18 F. R. 5155), a delegation to 
each Assistant Secretary and to the Director of Agricultural Credit Services the 
authority to exercise general direction and supervision over the agencies of the 
Department designated in such delegation. The delegation also provides that 
nothing therein shall “preclude the Secretary of Agriculture from exercising 
any of the powers and functions or from performing any of the duties herein 
conferred.” 

This was implemented by Secretary’s memorandum 1320, supplement 2, dated 
September 18, 1953, which directed the agencies of the Department to report to 
designated Assistant Secretaries or, in the case of the agencies grouped under 
“Agricultural Credit Services’ to report to the Director. This was in line with 
my delegation of August 28, 1953. 

On October 13, 1953, my office issued a press release outlining a proposed reor- 
ganization of the Department to which was attached an announcement of inten- 
tion to reorganize and a chart showing the Rural Electrification Administration 
grouped with other agencies under “Agricultural Credit,” under an Assistant 
to the Secretary, under the Secretary. (The Office of the Assistant to the Secre- 
tary in Charge of Agricultural Credit is now known as the “Director of Agricul- 
tural Credit Services.” ) 

The assignment of functions to the agencies under the reorganization plan 
was published in the Federal Register for January 6, 1954 (19 F. R. 74). Among 
other things this assignment provides: 

“No delegation or authorization prescribed in this document shall preclude 
the Secretary from exercising any of the powers or functions or from perform- 
ing any of the duties conferred herein and any such delegation or authorization 
is subject at all times to withdrawal or amendment by the Secretary. No dele- 
gation or authorization prescribed in this document shall preclude the exercise 
of any delegation or authorization otherwise provided to the Under Secretary, 
Assistant Secretaries, Administrative Assistant Secretary, or Assistant to the 
Secretary for Agricultural Credit, or to the staff agencies as provided in section 
112 hereof. * * * The head of each agency (1) will maintain close working rela- 
tionships with the officer to whom he reports, (2) will keep him advised with 
respect to major problems and developments, and (3) will discuss with him 
proposed action involving major policy questions or other important considera- 
tions or questions, including matters involving relationships with other agencies 
of this Department, other Federal agencies, or other governmental or private 
organizations or groups.” 

I hope these comments answer the questions you have raised regarding any 
reported recent reorganization or “major policy” change in REA. In your letter 
of August 22 you assign as one reason for the proposed hearing the necessity of 
this Department providing the Congress with its official position on any proposed 
changes in the policy of the agency “which are contrary to the intent of the 
Corgress.” We, of course, would not initiate any changes which are contrary 
to the intent of Congress and we would be the first to suggest, as required by 
the reorganization plan, that we discuss with the Congress any major changes 
proposed to take effect in the future. 

In these circumstances, there would be no information we could give in the 
proposed hearing which has not heretofore been given in previous letters, the 
press conference of which you have a transcript, or in this reply. 

IT know you will give careful consideration to the additional information about 
the working arrangements we have with regard to REA and the legal and admin- 
istrative justification for them that I have pointed out in this letter. 

After you have had a chance to study this communication, it would be most 
helpful if you would let me know if there are any procedures or policies being 
followed by the Department in the REA loan program with which you do 
not agree. 

Sincerely yours, 
E. T. Benson. Secretary. 

Mr. Anpersen. In response to Mr. Scott’s argument. T am not 
agreeing today to anprove or to validate something which T consider 
to be wrong. I think the Reorganization Act did something which is 
wrong. I certainly am not going to be party to passing a law which 
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in any way will substantiate that failing on the part of the Reorgani- 
zation Act. 

I think you are correct in the statement you just made Mr. Scott. 
But for the Congress to latch onto this bill and pass it as proposed 
would simply validate what was done—and mistakenly so in my 
opinion—under the Reorganization Act in taking away from a Presi- 
dential appointee, who must be confirmed by the Senate, the power 
which Congress basically intended to belong to the REA Adminis- 
trator. 


REVOLVING FUND UNDER PROPOSED NEW METHOD OF FINANCING 


Now, Mr. Scott, I want for a few minutes to try to get a thorough 
understanding of this so-called revolving fund. 

[ still reiterate that it is my opinion that the proposed bill says 
that loan repayments must be paid into the Treasury. If this was 
done, this so-called revolving fund would be such in name only. I 
would like you to tell me, if you can, if you have the information, 
why it was not proposed that repayments could be used again for new 
loans and if so who objected to making this a real revolving fund. 
Please supply the answer to that for the record. 

(The information referred to follows:) 

In staff discussions of this question in the Department and with officials of 
the Bureau of the Budget and Treasury, it was generally agreed that the law 


should provide for annual authorizations by the Congress of amounts to be used 
for new loans. 


AUTHORITY TO DISPOSE OF MORTGAGE 


Mr. Anpersen. One other thing troubles me about this proposal. 
Would it be possible for the Secretary to sell the mortgage of my co- 
operative, the Lyon-Lincoln C ooperative back in Tyler, Minn., which 
is in sound financial condition, and perhaps by so selling put that 
cooperative in other financial hands? Could that happen. under the 
proposed legislation ? 

Mr. Scorr. We will supply the answer to that after legal advice. 
But I can say there has been no discussion of selling one of these 
loans. You are speaking of a loan that is already made out of Fed- 
eral funds and is in existence. That has not been discussed. 

Mr. Anversen. The proposed legislation would turn those loans 
over to the revolving fund and give the new borrowers a first lien 
upon all that approximately $3 billion upon which today the Govern- 
ment holds first lien. 

Mr. Scorr. I am sure that Congress would not and the adminis- 
tration js not proposing that. 

Mr. AnperseN. I say, would it be possible for the Secretary to 
sell the mortgage of my home cooperative, the Lyon-Lincoln Cooper- 
ative, which is in sound financial condition, and put that cooperative 
in other financial hands? 

Mr. Scorr. We will respond to that. 

Mr. AnversENn. That is all I ask. 

(The information referred to follows :) 

In theory it could happen but it is most unlikely that it ever would. The situ- 
ation could arise only in the case of default by the Secretary of Agriculture on 
outstanding debentures. It would also be necessary for the Secretary to decide 
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to sell assets in the funds securing the debentures instead of waiting for suffi- 
cient collections on all the loans (presently $3.6 billion) to take up the deben- 
ture on which the default occurred and accordingly to sell certain of the assets 
in the revolving fund securing the debentures. Further, it would be necessary 
for the Secretary to decide that this particular note should be among those to 
be sold. In view of all of these conditions it seems unlikely that this could 
ever happen. 

Mr. Wuirren. What they would do there is to sell eae eat or 
bonds of your cooperatives, as I understand this language, or they 
would have authority to do it. Then these bonds or debentures donk l 
have as their security the present outstanding first lien on the co- 
operatives. So certainly, in effect, the purchaser of the bonds or the 
notes, having a first lien on a cooperative, in the event there was de- 
fault in payment, would have a right to foreclose the existing mortgage 
now held by the Government. 

I do not see why you would want to hedge on that at all. I read 
to you at the bottom of page 8 of the propos: al which you have offered 
here for the Department and the Administration as follows: 

Subordination, section 411, the Secretary of Agriculture is authorized, (a) 
to subordinate the prior liens of the United States under loans made pursuant 
to this Act except in connection with insured loan program authorized by this 
title, upon his determination that additional financing may be obtained from 
credit sources other than the Federal Government at reasonable rates and terms. 
Second, the security of such loan for additional financing will be reasonabty 
adequate. 

So quite definitely he has a right to turn over the first mortgage of 
a cooperative, turn it over and make the Government a holder of a 
second mortgage, and turn the first mortgage over to whomever may 
buy the bonds ‘that might be issued or the notes that might be issued, 
under the authority of one of the sections of this bill. 

Mr. Scorr. We will get legal assistance in responding to that ques- 
tion. 

Mr. Wurrren. You have two very good lawyers here. I am going 
along with Mr. Andersen because I know how seare hingly he has di- 
rected his questions. As I said, I have high confidence in the wit- 
nesses here as individuals, but I serve on some committees where if 
you let them go off and write the answers it usually would invite some 
further questions. You have two very good lawyers here. I don’t 
think there is any complicated question involved in the one that I 
asked. 

Have these lawyers lost their voices, the ones you have here ? 

Mr. Scorr. I will ask them in a moment. These comments you 
just. made, Mr. Chairman, about the possibility of these mortgages 
getting into the hands of someone else other than the Government, the 
proposed bill under title 3 sets out the assets that will make up the 
revolving fund. They include all of these loans, any undisbursed 
balances, which at this time amount to seven hundred million and odd 
dollars, all collections on all these loans now made and future loans 
to be made, and appropriated funds. Now certainly the greater the 
assets of any account against which you issue bonds or issue a mort- 
gage note if you are borrowing individually, the greater the oppor- 
tunity to retain possession of the pledged property. There are vast 
resources here to meet these annual installments on these long-term 
loans. It is all in the interest of avoiding the very thing you have 
raised as a possibility. 
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Mr, Wuirten. I will not argue, Mr. Scott, that you have not taken 
everything that belongs to the Government and pooled it. As you 
have just ‘said, you have taken over the payments that these coopera- 
tives now owe to the Government, you have put in the kitty all the 
money you have on hand, you have put in the kitty everything in 
sight. But when you put it all in there you offer it as security for 
payment of the money REA would borrow from private sources. 
And, in addition to all that, you have thrown in the existing mortgage 
against the REA cooperatives, have you not? 

Mr. Scorr. They are part of the assets on which these bonds would 
be issued, that is right. 

Mr. Wuirren. The Government would be giving up its first mort- 
gage and would be turning that mortgage over as security for the 
new loans purchased from “private sources. In the event.of default 
the purchasers of these debentures or bonds would have a right to look 
at all the collateral security for payment, would they not? 

Mr. Scorr. That has to assume, Mr. Chairman, that the fund does 
not have assets with which to meet annual installments on these bonds. 
Under this bill, they could never exceed 50 percent of the total as- 
sets. That is a very modest annual maturity that you are speaking 
about. 

Mr. Wuirren. You are still talking about what you do not think 
would happen. I am trying to get you to say what is possible under 
the terms of the bill. I ask you again, Mr. Scott, under the terms 
of the bill would the Secretary not have the authority to give up the 
first lien, the first mortgage we now have on all REA cooperatives? 
That is possible under this bill under the section I read, is it not? 

Mr. Scorr. Yes. 

Mr. Wuirren. Who would then have a first hen on that mort- 
gage? 

Mr. Scorr. The bondholders. But that has to surmise this whole 
grand system would go to the wall at once and there would not be 
assets to meet the annual maturities. I believe none of us in this room 
thinks that will happen. 

Mr. Wurrren. I appreciate your trying to indicate you do not 
think that will happen, and I do not know that it would, either. Some- 
times, when an operation gets in the hands of those opposed to it, 
some things happen, and when it is in the hands of friends some other 
things happen. You talk about what you think would happen. Let's 
look at the act, and answer me this time, please. I will give you as 
much time to qualify it as you like. 

Under this act, existing first mortgages which the Government now 
has on all REA associations of the United States, the Sec retary could 
give them up, could he not? 

Mr. Scorr. If there was default and he had to do that, that is right. 
It is provided for. 

Mr. Wuirren. Follow me again, Mr. Scott. I point to the bottom 
of page 8 
The Secretary of Agriculture is authorized to subordinate the prior liens of the 
United States. 

We have a prior lien now. Under this act the Secretary could step 
back and take a second mortgage, could he not? 
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Mr. Scorr., Yes, Mr. Chairman. My remark was directed to the 
revolving fund. Under this subordination, it is true that would in- 
volve an individually negotiated loan. For example, one of Mr. An- 
dersen’s cooperatives he has spoken of would apply for a loan. With 
the help of the REA Administrator they would negotiate a loan with 
one of the larger banks or someplace else. Certainly it would be a 
subordination in that event of the Government’s first lien. 

Mr. Wuirren. In favor of whom ? 

Mr. Scorr. The institution that put up the money. 

Mr. Warrren. That is what Mr. Andersen asked you. Now the 
Government would subordinate its security and turn that security over 
to whomever they borrowed the money from. In the event there was 
default and the money was not repaid, certainly, as long as you were 
with Farm Credit, you know the holder of the note would have a right 
to look to the security for payment. 

Mr. Scorr. That is right. 

Mr. Wuirren. You have spent lots of time explaining you did not 
think it would happen and I cannot argue with you as to that. I am 
sure you do not think it would. 

T have been trying to point out what could take place in the event you 
happen to have an administration and a Secretary of the Treasury 
and a Secretary of Agriculture who wanted to destroy this program 
and turn it over to private utilities. If we have a President and 
Secretary of Agriculture who wanted to turn these REA cooperatives 
over to the private utilities, this vehicle is broad enough to enable 
them to do it; is it not ? 

Mr. Scorr. It would work out like any other mortgage lien. That 
isright. The safeguard there as you well appreciate is that this loan 
could not be negotiated this way unless the directors of the local co- 
operative were entirely willing to do it. They are not going to walk 
into anything they do not think they can pay like any other mortgagor. 

Mr. Warrren. On the other hand, if they were unwilling to mort- 

gage away their souls, so to speak, they would have to do without the 
money unless Congress kept apropriating money. A fellow can get 
desperate here in Washington. so I read in the papers, and he can 
always go get $300 or $400 if he signs for what amounts to about a 
25 percent interest. In some circumstances some people have had to 
pay through the nose or had to do without. 
- T agree that the board of directors out there would not willingly 
get into this predicament. But, on the other hand, they might have 
to do without money that was needed to strengthen their lines, rephase, 
or meet new loads. ° “hey might be faced with inability to TOW and 
meet their needs unless they came through and borrowed on these 
terms. 

Mr. Scorr. This revolving fund IT think has much broader use 
systemwise. It has many advantages which we can all see, contrasted 
with the individually negotiated credit that would be involved in the 
subordination. 

Mr. Wurrren. Presupposing that vou would have a Secretary 
friendly to the program and presupposing that you have a President 
friendly to the REA program, there are a good many things he could 
do that would not necessarily endanger it. But we do not know who 
will be the next President or the next Secretary of Agriculture. I 
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have been pointing out here the things that an unfriendly President 
and unfriendly Secretary of Agriculture could do under this act. I 
think you will agree that the things I pointed out as being possible 
are possible. 

Mr. Scorr. If the default should get to the extent that they have to 
rely on the collateral, certainly provision is made for that. That 
is customary in lending. 

Mr. Wuirren. Certainly it is. I have not meant to drag this out 
but it is so obvious to everyone. 


Mr. Wurrren. Mr. Horan? 
CHANGE IN INTEREST RATES 


Mr. Horan. What effect will yesterday’s announcement on the re- 
duction of interest rates to member banks of the Federal Reserve have 
on this whole problem? They reduced it from 234 down to 214 as I 
understand it. 

Mr. Scorr. It ought to make investment money more available at 
somewhat lower rates. A little easier to get. That is the assumption, 
I believe, Mr. Horan. : 

Mr. Horan. There was some interest displayed in the history of this. 
I was interested mse This Administration was created by Execu- 
tive order on May 135, I believe, based on authorization from 
Emergency Relief Semin Act of April 8, 1935. It was cre- 
ated a statutory administration in May 20, 1936, and bears that date 
as the Rural Electrification Administration. 

Perusal of the act itself, as it now exists, shows it to be very broad. 
Two of the major changes have been the different way of financing. 
We felt that if we could go directly to the Treasury, the impact on the 
national debt would not be as quick as though we had borrowed from 
the RFC, which has been liquidated. That is the way I understand 
it. 

Presently, all receipts are covered into the Treasury. There is no 
revolving fund? 

Mr. Scorr. That is right. 

Mr. Horan. If you had a proper and effective revolving fund you 
might make provisions for giving similar sort of service as we have 
in the Farmers Home to a sick cooperative, by virtue of this committee 
furnishing the funds, under I think section 4, as you outline it in your 
so-called revolving fund setup. 

Mr. Scorr. Yes. Any application that would require the Federal 
rate would get that type of assistance. 


RECIPIENTS OF BENEFITS UNDER RURAL ELECTRIFICATION ACT 


Mr. Horan. I want to make one other thing clear to myself, at least 
In your testimony the other day you had this statement: 


When the REA-financed electric systems were first established their service 
areas were strictly rural communities. In fact, for many years their main busi- 
ness was furnishing service to farmers. During recent years, growth in a number 
of nonfarm residences, industries, commerce, recreational, and other nonfarm 
developments and activities locating in rural areas have changed the character 
of many of the service areas. 
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You go on to say: 


These rural electric systems are adding about 100,000 new customers an- 
nually with nonfarm rural consumers outnumbering farmers 3 to 1, and about 
half the power sales now are made to nonfarm consumers. 


I wanted that clear because, according to the act, there is nothing 
to deny REA cooperatives to supply that service. 

Mr. Scorr. I understand that. 

Mr. Horan. I would like to read section 13 into the record : 

As used in this Act, the term “rural area” shall be deemed to mean any area 
of the United States not included within the boundaries of any city, village, or 
borovgh having a population in excess of fifteen hundred inhabitants, and 


such terms shall be deemed to include both the farm and nonfarm populations 
thereof. 


The term “farm” shall be deemed to mean a farm as defined in the publications 
of the Bureau of the Census. The term “person” shall be deemed to mean any 
natural person, firm, corporation, or association; the term “territory” shall be 
deemed to include any insular possession of the United States. 

Mr. Scorr. Yes. I didn’t mean to imply that they were making 
loans that they are not authorized to make. The purpose of that 
statement was merely background, to show that there have been very 
great changes in the areas served, all of which had added great 
strength to the systems generally. 

Mr. Horan. There can be no question about that. I do think that 
we ought to recognize that this was begun as a means, and a very 
commendable means of getting electrical service out to the so-called 
skim milk consuming areas, with the public utilities as then con- 
stituted taking all the cream of the-market and leaving the farmers 
unserved out in the sparsely settled areas. REA has done a great 
job. 
Mr. Scorr. Very splendid; outstanding. 


COMMISSION TO APPRAISE RURAL ELECTRIFICATION PROGRAM 


Mr. Horan. As you probably know, Mr. Vursell, and I have in 
troduced legislation which would set up a commission to study, ap- 
praise and reevaluate the value of rural electrification to the people 
of America. Personally, I mae its value goes far beyond any con- 
sideration of the interest rate. I think it is a basic fact of our national 
life. Out my way, where electricity is, of course, about the only source 
of energy we have, inasmuch as we have no oil, we have no gas—we 
pipe it in—we have an inadequate supply of coal, electricity has be 
come part of a very fundamental way of life out there. 

To me it is so basic to * entire society that it colors my concept 


of the matter of financing. I do have to look at the whole picture. 
This all brings into focus the fact, and we or it, that there are 
people who would disband the REA tomorrow. I do not think th: ut 


the Secretary of Agriculture, who presently sits in the Secretary 
chair for the President of the United States is party to that. 
Mr. Scorr. I am very confident they are not. 
Mr. Anpersen. I am certain he is not. He has his faults but that 
is not one of them. 
Mr. Horan. I felt, in the interest of a good shop, that a study of the 
value of REA to the Nation should be had. I still am of that opinion. 
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BORROWERS’ INVESTMENTS 


The opponents of REA have put out several stories about REA co- 
operatives getting 2 percent money and then reinvesting it. Could 
we have that clarified—reinvesting it at 4, 5 and even more percent, 
that is. 

Mr. Hamin. Mr. Partridge has some information for you, Congress- 
man. 

Mr. Parrrmee. We recommend to our borrowers that they establish 
a renewal and replacement fund, Congressman, to meet those needs 
as they come up in the future. Those funds are invested, for the most 
part in Government bonds. 

The requirement is that the funds will be invested in such way that 
they will be liquid and readily available to meet their needs for re- 
placement and renewal of plant. 

The 1956 report 

Mr. Horan. Are those income funds or moneys they have bor- 
rowed ? 

Mr. Parrriver. They are income funds, sir. In 1956 calendar year, 
which-is the last period we have readily available, the borrowers re- 
ported that they had investments and special funds totaling $143,561,- 
894. Of that amount, approximately $80 million had been specifi- 
cally earmarked for the purpose of renewal and replacement. In ad- 
dition, they had other investments and special funds of various kinds. 

Mr. Horan. Right there, could we clarify what you mean by re- 
newal and replacement funds? Is that a fund that would enable them 
to carry on their operations, rather than coming back to REA for ad- 
ditional funds for renewal or replacement ? 

Mr. Parrringr. These investments are intended to cover the renewal 
and replacement of plant items and meet various contingencies that 
might arise. They would not borrow from REA to cover those pur- 
poses where such investments are available. 

Mr. Horan. That is not contrary to the usual business method, is it ? 

Mr. Parrrince. No, sir. That is in keeping. 

As a matter of fact, the borrowers investment in the renewal and in- 
vestment fund is somewhat lower than we would recommend overall, 
because some of them have not been in financial position to establish 
renewal and replacement funds. 

Without taking into account reserves for emergencies and other con- 
tingencies, REA minimum recommendations for renewal and replace- 
ment would amount to a reserve fund totaling about $200 million. 

Mr. Hamm. Congressman, I would like to add at that point that 
many of these directors have indicated to me that they would like to 
deposit that money with the Federal Treasury if there could be a 
method devised where it could be readily available back to them if 
they needed it. That method has not been devised as yet. 

Mr. Horan. I can understand that. If they buy Government bonds 
there are maturity dates they would have to pay attention to. It 
wouldn’t be a liquid or a fluid fund. 

Mr. Hamm. It is reasonably liquid, they might have to discount it 
a little bit on the market, but a Government bond is a reasonably liquid 
asset that they can use for that purpose. 











AUTHORITY OF BORROWERS TO DISPOSE OF THEIR SYSTEMS 


Mr. Horan. I have tried to find it. Is there anything in the law 
that would prevent a cooperative, upon a vote of its entire membership 
and the agreement of the management and the directors, to sell out to 
an existing utility, or sell out to another REA? Is there anything in 
existing law that would prevent that ? 

Mr. Hamu. I will ask our attorney. 

Mr. Mynarr. Mr. Horan, not in the Federal Act. They could dis- 
pose of their property under the laws of the particular State in which 
they are formed, and those laws vary as to the method and the 
procedure. 

Mr. Horan. That is about all I have to say. I think it is good to 
have a review of a good organization. I have always been proud 
of the work that R 7 ‘A has done. I am very proud of the work that 
is being done now. I do think reevaluation is in order. 

I still think that we ought to reevaluate the term “those not now 
receiving central station power,” because industries are moving into 
areas where they are getting central station power and they are get- 
ting an advantage. Cert tainly we don’t gain anything by keeping 
our head in the sand. 

I am against the raising of interest to the REA’s, too, but I think 
there are problems here that need to be reevaluated and studied and 
determinations made. That is the reason that I was inspired to put 
a resolution in setting up a commissinn to do just that. 

Anything can hapen now. If the will of the people in any given 
area is to sell off anything they have, they can do it, I think, unless 
there is a State law prohibiting it. 

That is all, Mr. Chairman. 

Mr. Vursett. I am and have been very much interested in the 
searching questions that have been asked. I will be interested in 
reading the answers. 

I have “4 disturbed with this matter coming up like a hurricane 
so quickly. I don’t think the generating power was in aay Depart- 
ment of Agriculture. I think ‘it probably came from the Treasury 
Department and from the Bureau of the Budget. It nada seem to 
me that, with this great organization that has been rendering such 
a beneficial service, not only to the farmers, but to the industry of 
the country—it has helped to expand and brings millions of dollars 
into the Treasury—that before a bill would be presented which would 
change radically the past procedures, that it should at least have a 
searching study over many, many months. 

That was the reason when I heard this rey: was about to be 
launched, and we were about t to have to face it, that I joined with 
my colleague, Mr. Horan, in expressing some ul arm and suggesting 
that there ought to be a very thorough study of it made before we 
really had — ation prepared and brought before this committee. 

I think the great REA organization and all of the hundreds of 
thousands and probably millions of peoples who are interested in 
those cooperatives and the business people of the country, some who 
feel that an undue advantage is being given to the RE \ cooperatives, 
would have felt better if we could have had a genuine airing and 
study on the high level, down to the grassroots of the country before 
this proposed legislation was brought to the committee, but I can 
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understand the progress of this country, the tendency toward chi ange, 
and I can also understand that the budget tary situation, the world 
crisis that we are in and other things of ‘that ‘kind, can have an im- 
pact that would be, to a certain extent, possibly responsible for this 
proposed legislation. 

Mr. ANDEI RSEN. Before you leave that, Mr. Vursell, I want to say 
that I join in your and Mr. Horan’s desire that a study be made as to 
what REA has meant to the United States as a whole before we do 
anything rash in the line of new legis lation. 

i think you gentlemen are to be commended for thinking up such 
a proposal. 

Wouldn't you agree with me on that, Mr. Marshall? 

Mr. Marsuay. I agree with you. 


NUMBER OF ELECTRIFICATION BORROWERS 


Mr. Vourseitxt. With the least repetition possible, I would like to 
start at the beginning: How many cooperatives do we have now? 
Mr. Partrwor. We have 989 active borrowers. I believe at the 
present time. 
REA BORROWERS SELF SUPPORTING 


Mr. Vursety. Am I correct in the assumption that all the costs of 
managing those cooperatives are taken out of the earnings of the co- 
operative, and that only the cost of some 5 or 6 million dollars a year 
is charged to the administrative here in Was shington ? 

Mr. PARTRIDGE. That is correct, sir. 

They earn from their own revenues-the cost of doing every bit of 
their own business. 

Mr. Voursewt. May I ask you, if you know, what would be possibly 
the average salary of the managers that are hired by the directors of 
the various cooperatives 4 

Mr. Parrriper. I am sorry, sir, I don’t know the answer to that 
question. 

Mr. Vurseiy. Do you have an idea? 

Mr. Srrona. None at all, Congressman. 

Mr. Vursety. I would say it would be probably seven or eight 
thousand dollars—very modest. 


COMPENSATION OF BOARD DIRECTORS 


Do any of you know whether or not this board of directors that 
helped to conceive and organize REA cooperatives, and many of them 
from the very beginning, are still interested, whether they get any 
money, any salary for their work and their meetings and their man- 
agements of these REA cooperatives? 

Mr. Srrone. There are many of them, Congressman, who were on 
the boards and helped organize these cooperatives years back who 
still are active in the affairs of the several associations, and who re- 
tain a very live interest in the success of those operations, in furnish- 
ing the people in rural areas with electricity. 

Mr. Anversen. Mr. Strong, the big bulk of those I doubt get a dime 
for services. They may get a little’ mileage to attend the meetings. 

Mr. Srrone. In'the main I am sure they can be considered as un- 
paid. Those are voluntary services. 

21494—58——_-46 
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POWER FURNISHED BY PRIVATE POWER AND REA 


Mr. Vurseti. Can you tell me about what is the aggregate per- 
centagewise of power that is furnished to the Nation by the private 
power interests, which I have always been a supporter of, as well as 
the REA? 

Mr. Srrone. We could put that in the record. We have those fig- 
ures. I don’t have them at hand. 

Mr. Vursett. Do you have the figure as to what percentage is fur- 
nished by REA ? 

Mr. Srrona. We have that figure. too. Those are available in the 
records of the Federal Power Commission, and we could insert those 
in the record. 

(The information referred to is as follows:) 


PERCENTAGE OF POWER GENERATED BY COMMERCIAL COMPANIES AND BY REA 

During calendar year 1956, the commercial power companies produced 76.4 
percent of the electric energy generated in the United States. Energy generated 
by the REA borrowers amounted to 0.6 percent of the total. 

Mr. Vorsett. I have always believed in supporting the private 
businesses of the country—big, little, and small. I have always felt 
that there was plenty of room in this country for both private power 
and REA power. That is why I make the statement that I have al- 
ways been a supporter of private power, as well as REA power, or 
private business of any kind, because I am a strong believer in the 
free enterprise system of our Government. 


TERMS OF LOANS AND OPERATIONS OF REVOLVING FUND UNDER PROPOSED 
LEGISLATION 


Now, can you tell me—and this is where repetition may come in- 
just what goes into this revolving fund? I am particularly inter 
ested if there is any change in the loans that are made up to the pres- 
ent time, assuming that this new legislation would be passed. 

Mr. Scorr. Your question is, Would there be any change in the 
terms of the loans that are already out? 

Mr. Vursetu. Yes. 

Mr. Scorr. As a result of this proposed legislation there would be 
none. That would include these commitments that are made, some 
for both systems, something over $700 million. They are committed 
to individual systems that will be advanced as the building plans 
approved by REA progress. 

Mr. Voursetx. Yet all of these commitments, past and future, or up 
to passage of new legislation, if it is passed, and all of the equity that 
the Government owns or is responsible for, and all of the equity that 
the cooperative own goes into this one revolving fund from which 
loans will be made in the future. Is that right? 

Mr. Scorr. It would include the loans that the Government has 
made and will in the future make. The assets of the borrowers are 


pledged completely to insure the repayment of their individual loans. 


This does not, however, make their equities a part of the revolving 
fund. 
Mr. Vurseiy. What does that total investment amount to? 
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Mr. Vursett. What I want to know is what goes into the revolving 
fund, broken down separately, so we can see it in print. I am asking 
some of these questions for my clarification and for new knowledge 
as well. 

When we get to speaking about these loans further, we have the 
FNMA revolving fund. I noticed that on March 10, 1958, there was : 
$100 million on 10- year loan. These are unsecured, as I "understand, 
debentures issued through FNMA to the private market. That carries 
a rate of 3.625, on March 10, 1958, $150 million, 5- year, which carries 
an interest rate of 3.25. 

Now the interest rate is going down to a certain extent, as has been 
referred to here this morning. 

I would also like to say for the record that the interest rates for 
FNMA in that revolving fund have been during the past year as high 
as 47% percent. Is it a fact, if new legislation is enacted that the 
interest rates would follow somewhat above on going borrowing 
rates of the Federal Government? The hope that I want to express 
is that the borrowing rates won’t go too high. But I do think we lay 
ourselves open to the fact that even if we get into the revolving fund, 
where it may have benefits that we cannot see now, that we are never 
going to be very sure about our interest rates, and we might be pretty 
sure that they are going to be higher than they have been generally 
under this present situation, which brings me around to this point: 


COMPARISON WITIHL OTHER GOVERNMENT PROGRAMS 


When I think that this Congress, nearly all of them from the big 
cities, readily and avidly vote for urban renewal and public housing, 
grants, which they have already done, of over a billion and a half, 
that will never come back to —— housing, and a billion and a half 
in grants, giveaways, forever and a day afterward, that will never 
come back to the F eder al Tre asury, we 01 ught not vet foo grea itly con- 
cerned about the rather low interest rate for an organization that has 
brought light and power to rural America; and not only done that, 
but has helped to put countless millions of people to work, with high 
salaries, whose taxes have gone into the Federal Government: and 
in addition that our people in REA are paying in ahead of time, over 
$100 million in interest and principal, brings me around to the rather 
firm conclusion that we ought to go rather slow in ocetting into a situa 
tion where we make a radical change which might not be the right 
move, 

Here we have people running these 900 cooperatives, making 
tremendous contribution to the country, all of them separate entities, 
all of them bringing pride and satisfaction to the people who manage 
them, and with a record that one would have never thought a group 
of people financially and economic ally could establish and earry 
through over the years, just ordinary farmers that have never bee) 
excelled by any of the financiers of thise ountry. 


I think we ought to go slow before we make a radical change in the 
present REA policies. ; 
Mr. Porras Will vou add to vour statement also the thousands 


> ° : . . . . } onthe, 
of new private enterprises selling electrical appliances all over 


country as a result of REA? 
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Mr. Voursett. Yes. That is only really just a part of it. This thing 
has grown up with the help of the Federal Government. True, it is 
a fine, low interest rate, but that does not say that the interest rate 
must remain lower than the Government is paying for funds. 

I still think that if we had a study of this whole thing and if we 
were presented with a study of the whole thing, and the farmer could 
be shown that he had grown up to the point where we ought to have a 
greater interest rate, that he would go along with it, and I would hope 
at the same time that we could get this crazy idea of refurnishing and 
relifting the faces of all of the big cities of the Nation, with the State 
of New York with 92 million, Chicago with 75 million, Philadelphia, 
56 aes in slum clearance and urban renewal alone that is never 
to come back to us, and with my farmers, my little-business men in 
the Nation helping to pay this deficit that is going to build up the 
great metropolitan centers mostly of this country. I would hope that 
if we ever get down to some real financing, that the Congress could 
see the light, and the administration past and present, to where we 
ought to quit that foolish waste of money and turn it back to the cities 
and the States as a cooperative joint effort, to the citizens, as their 

responsibility. 

Mr. Chairman, I didn’t intend to make so many observations here 
but I will say I feel so friendly to the Secretary of Agriculture, and I 
have such great confidence in Mr. Hamil, the head of REA, and Mr. 
Scott, who has testified here, that, of course, I regret to find myself 
in opposition to the program because I think that, regardless of all of 
the criticisms that we hear, that there is in Government no finer 
group, and there probably has not been any finer group in years than 
the whole Department of Agriculture, from the top right down to 
the bottom. It is not e asy for me to oppose this proposal that has the 
support of my friends who I think are good men in Government. 

Mr. MarsHaty. The gentleman from Illinois has made some very 
pertinent observations, as he always does, which add much to this com- 
mittee’s own deliberations. 

Mr. Vursexxu. If you will pardon me, I would say that I haven’t 
gone further into this thing because I think that practically all of 
the questions I would like to ask here have already been asked by the 
various members of the committee. 


VALUE OF REA PROGRAM TO RURAL ECONOMY 


Mr. MarsuHaty. One of the things that Congressman Vursell talked 
about was the value of this program as far as its value to rural 
America is concerned, and business generally. I think the REA 
made a survey here a few years ago, which I believe you keep up to 
date, showing that for each dollar that you loan through assistance 
to the REA associations, that that is multiplied in the amount of 
money that is spent for services that electricity generates. 

Is that up to date? What is the relationship now ? 

Mr. Srrone. We don’t make an annual survey along that line, 
Congressman. However, the last check that was made—and I be- 
lieve that was a spot check—indicated that that ran around 4 to 1. 
In other words, for each dollar of loan money that went into the 
rural electrification systems, $4 more was spent by the people re- 
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ceiving that service for wiring, for appliances, for equipment, for 
such things as that. 

Mr. Marswaty. Which certainly is a boon to industry 
employment. 

Mr. Srrone. At a time like this, when we have unemployment, this 
is a valuable asset for business, and stimulation to business. 

Mr. Srronc. We believe that is true. 


or farm 


SOURCES OF FUNDS UNDER PROPOSED LEGISLATION 


Mr. Vurseii. I would like to bring out one more question : 

Mr. Scott, you discussed the increment of loans and possibility of 
loans that would pass through the revolving fund. I do think you 
have a very good point there. I think the revolvi ing fund is the only 
possible answer to financing this problem, as intricate as it is. T 
would imagine that you would feel that these loans, being backed by 
the Government, this being a governmental institution, that you would 
probably get a conside rable influx of loans from insurance companies 
and investment bankers and things of that kind. 

Mr. Scorr. To buy these bonds ? 

Mr. Vurseiy. Yes. 

Mr. Scorr. Yes. We certainly do. 

Mr. Vurseti. There was some discussion on this subject of public 
utilities. I know Mr. Whitten is right on that. If this thing worked 
right I do believe that you would have a heavy influx of money from 
other sources because of priority and the security. Floating bonds 
of up to 50 percent debentures, I don’t think you would have much 
trouble getting the money. 

Mr. Scorr. We think not. 

We feel sure this would be an attractive issue. With these splendid 
systems established as going businesses, the margin of collateral in 
the strong assests of this fund, and the bright future for continually 
increased power use, ought to be a very attractive security. It cer- 
tainly should get a very favorable rate. It would be related rather 
closely, I think, to the Treasury rate. 


ELECTRIC LOANS FULLY REPAID 


Mr. Marswary. Since REA is a private enterprise, the Government 
makes a loan to the REA associations which is in the form of a loan, 
and after the loan is repaid, it satisfies the Government’s obligation 
and there is no further direction of that. 

Since some of these associations have been in existence for some little 
time, I think the record at this point ought to show the number of 
associations which have entirely paid up their loan and are no longer 
indebted to the Federal Government in any way. 

Can you supply that? 

Mr. Hami. We can supply that. 

Mr. Strrone. Do you want to limit that to electric cooperatives or all 
types of electric borrowers ? 

Mr. MarsHatu. Let us make it for all types of borrowers. That 
would give us a complete record. 

Mr. Srrone. Yes, sir. 
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(The information referred to is as follows:) 
Electric borrowers whose loans have been repaid in full are: 


City Power & Water Department, Sheffield, Ala. 

Central Electric Refrigeration Co-op., Grove Hill, Ala. 
Stonewall Electric Co., Trinidad, Colo. 

San Carlos Irrigation & Drainage District, Coolidge, Ariz. 
Arkansas Power & Light Co., Pine Bluff, Ark. 

Imperial Irrigation District, Imperial, Calif. 

Mesa Electric Cooperative, Inc., Phelan, Calif. 

Klamath River Electric Co-op., Inc., Hornbrook, Calif. 

Florida Power Corp., St. Petersburg, Fla. 
Florida Public Service Co., St. Petersburg, Fla. 
Crisp Farmers Cooperative Corp., Cordele, Ga. 

Georgia Power & Light Co., St. Petersburg, Fla. 

Community Cold Storage Association, Inc., Camilla, Ga. 

Long Valley Power Cooperative, Inc., Donnelly, Idaho 
Suburban Electric Corp., Dunlap, Il. 

300ne County Rural Electric Membership Corp., Lebanon, Ind. 
Henry County Rural Electric Membership Corp., New Castle, Ind. 
Hendricks Co. Rural Electric Membership Corp., Danville, Ind. 
Public Service Co. of Indiana, Inc., Indianapolis, Ind. 
Tri-County Rural Electric Membership Corp., Poland, Ind. 
Central Iowa Power Co., Des Moines, Iowa 

Gowrie Rural Electric Cooperative Association, Gowrie, lowa 
Amana Society Service Co., Amana, Iowa 
City of Maquoketa, Maquoketa, Iowa 

Utility Services Co., Hoisington, Kans. 

Kentucky Rural Electric Co., Louisville, Ky. 

Louisiana Ice & Electric Co., Inc., Alexandria, La. 
Arkansas-Louisiana Electric Cooperative, Inc., Bossier, La. 
Claiborne Electric Refrigeration Cooperative, Inc., Homer, La. 
Union Electric Refrigeration Cooperative, Inc., Farmerville, La. 
Haynesville Electric Refrigeration Cooperative, Inc., Haynesville, La. 
Missouri General Utilities Co., Rolla, Mo. 

Mt. Vernon Electric Refrigeration Cooperative, Inc., Mt. Vernon, Mo. 
Stonewall Electric Co., Albuquerque, N. Mex. 

New York State Electric & Gas Corp., Ithaca, N. Y. 

Tide Water Power Co., Wilmington, N. C. 

Johnson County Membership Corp., Raleigh, N. C. 

Pamlico Ice & Light Co., Engelhard, N. C. 

City of Wilson, Wilson, N. C. 

United Rural Electric Cooperative, Inc., Kenton, Ohio 

Earl W. Baker Utilities Co., Bethany, Okla. 

Malheur Cooperative Electric Association, Vale, Oreg. 

Jordan Valley Electric Cooperative, Inc., Jordan Valley, Oreg. 
Sandy Electric Cooperative, Sandy, Oreg. 

State Rural Electric Authority, Columbia, S. C. 

Electric Cooperative Refrigeration Co., Inc.; York, 8. C. 
Edgefield Electric Refrigeration Cooperative, Inc., Edgefield, S. C. 
Laurens Blectric Refrigeration Cooperative, Inc., Laurens, 8. C. 
City of Dayton, Dayton, Tenn. 

City of Milan, Milan, Tenn. 

Carroll County Board of Public Utilities, Huntingdon, Tenn. 
Board of Public Utilities, Paris, Tenn. 

Weakley Co. Municipal Blectric System, Martin, Tenn. 
Knoxville Electric Power & Water Board, Knoxville, Tenn. 
Johnson City Power Board, Johnson City, Tenn. 

Farmers Electric Generating Cooperative, Inc., Gilmer, Tex. 


yladewater Blectric Refrigeration Cooperative, Inc., Gladewater, Tex. 


Upshur Electric Refrigeration Cooperative, Inc., Gilmer, Tex. 
Farmers Electric Refrigeration Cooperative, Inc., Bmory, Tex. 
Hill Co. Refrigeration Cooperative, Inc., Itasca, Tex. 

Cap Rock Refrigeration Cooperative, Inc., Stanton, Tex. 
Taylor Refrigeration Cooperative, Inc., Merkel, Tex. 

Brazo Valley Refrigeration Cooperative, Bellville, Tex. 
Bowie-Cass Refrigeration Cooperative, Inc., Douglasville, Tex. 





| 
| 
| 
| 
| 
| 
| 
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Trenton Refrigeration Cooperative, Inc., Trenton, Tex. 

Shelby Co. Refrigeration Cooperative, Inc., Center, Tex. 

Camp Refrigeration Cooperative, Inc., Pittsburg, Tex. 

Mart Refrigeration Cooperative, Inc., Mart, Tex. 

Limestone Refrigeration Cooperative, Inc., Groesbeck, Tex. 
Collin County Refrigeration Cooperative, Inc., Wylie, Tex. 
Lometa Refrigeration Cooperative, Inc., Lometa, Tex. 
Tri-County Refrigeration Cooperative, Inc., Bddy, Tex. 

Valley Mills Refrigeration Cooperative, Inc., Valley Mills, Tex. 
Beaver Valley Rural Electric Association, Beaver City, Utah 
Tidewater Electric Service Co., West Point, Va. 

Mountain Refrigeration Cooperative, Hot Springs, Va. 
Southside Refrigeration Cooperative, Inc., Crewe, Va. 
Powhatan Refrigeration Cooperative, Inc., Clayville, Va. 

Free State Refrigeration Cooperative, Inc., Kenbridge, Va. 
Public Utility District No. 1, Cowlitz Co., Longview, Wash. 
Public Utility District No. 1, Lewis Co., Chehalis, Wash. 
Stevens County Electric Cooperative, Inc., Colville, Wash. 
Chelan County Electric Cooperative, Inc., Leavenworth, Wash. 
Public Utility District No. 1, Clallam Co., Port Angeles, Wash. 
Public Utility District No. 2 of Grant Co., Ephrata, Wash. 
Public Utility District No. 1 Pend Oreille County, Newport, Wash. 
Village of Bangor, Bangor, Wis. 

Sheridan Suburban Electric Co., Sheridan, Wyo. 

Virgin Islands Co., Christiansted, St. Croix, V. I. 


PERCENTAGE OF FARM ELECTRIFICATION 


Mr. Marsuatu. A question came up a moment ago about the per- 
centage of farmers served by electricity, farm families. 

What is the percentage of the United States farms not served by 
electricity, based upon the definition that Mr. Horan read a moment 
ago? 

Mr. Hamu. It is approximately 5 percent. 


COST OF INTEREST RATES IN PAST 5 YEARS 


Mr. Marsnatu. Would you supply for the record your estimates 
of what the increase in the cost of financing would cost the coopera- 
tives. 

We cannot change the past 22 years, of course, but let us assume 
that everything remains the same with the exception that the inter- 
est rate was increased. Go back and give us their interest expense 
for the last 5 years, since January 1, 1952. What would be the in- 
creased interest expense to the cooperatives if the interest rate had 
been 4 percent, and what would it be if the interest rate were 6 percent ! 

What are the interest and debt charges to cooperatives per a 
thousand-dollar loan, assuming 6 percent interest? Could you supply 
those? 

Mr. Hamru. Yes, sir. 

Mr. Scorr. Would it be permissible to put in a 3-percent range, 
too, along with the 4 and 67 

Mr. Marsuaty. We would be perfectly agreeable to that, Mr. Scott. 

Mr. Scorr. Thank you. 
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(The information referred to is as follows :) 


Interest on long-term debt re ported by REA electric cooperative borrowers. calendar 
years 1952-56, and increase in interest erpense at 3 percent, 4 percent, and 6 percent 
interest rates 


Increase in interest expense if the interest rate 
Interest expense had been 


Calend I reported 
3 percent 4 percent 6 percent 
1956 $41, 900, 483 $20, 950, 242 $41, 900, 483 $83, 800, 966 
1955 ‘ 40, 760, 271 20, 380, 136 40, 760, 271 81, 520, 542 
1954 38, 044, 611 19, 472, 306 38, 944, 611 77, 889, 222 
1953 36, 751, 756 18, 375, 878 36, 751, 756 73, 503, 512 
1952 as 33, 939, 353 16, 969, 677 33, 939, 353 67, 878, 706 


Our calculation of the principal and interest payment required at 6 percent in 
terest is based on these assumptions: 

1. A loan for $1,000 for a 35-year period, advanced in 1 sum. 

2. Principal payments beginning in the fourth year. 

3. Equal quarterly debt payments beginning in the 4th year and continuing 
through the 35th year. 

The quarterly interest and principal payments from the 4th through the 35th 
year would be $17.62, or a total of $70.48 per year. Payments made according 
to this schedule would result in total interest payments of $1,435.36 over the 
life of the loan. 

Mr. Marsuauy. We are always pleased to have the people from REA 
and RTA come before this committee. We think that from the reports 
we get throughout the country that you are doing an excellent job in 
serving the people of rural America. It is a pleasure to have you 
before the committee and we regret we needed to spend so much time 
on projected legislation. 

Personally, I would rather have spent a little more of the time in re- 
viewing your work and record which you have made this past year, 
because we know that record to be an excellent one. 

The committee stands adjourned until 1 o’clock. 

Mr. Scorr. Thank you very much, Mr. Chairman 


APPENDIX 
(The following information was requested on p. 1488 :) 


Srare Views Recarpinc Proposep Cuances In ACP 


AGRICULTURAL CONSERVATION PROGRAM 


STATE VIEWS REGARDING PROPOSED CHANGES 


In response to the request by the subcommittee that the program committees 
in the States be asked to furnish their views regarding the proposed changes, 
a telegram stating the changes and requesting the views of the State ACP de- 
velopment groups was sent to the chairman of the ASC committee in each State, 
by the Administrator of the ACP Service. 

Marcu 10, 1958. 
Book Telegram Sent to All 48 States: 

House Subcommittee on Appropriations requested comments of State ASC 
committees on Department’s proposed changes in 1959 national ACP. Changes 
proposed are listed below and would be applicable regardless of size of program 
authorization. 
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Request that changes proposed be reviewed by committee and their comments 
and views thereon be telegraphed to ACP by night letter by close of business 
March 18. To extent practicable within deadline date please check with and 
include comments of other agencies of ACP development group. 

It is proposed to omit practices A-3, B-4, B—5, B-8, B—-9, C-3, C-8, C-11, C-—14, 
and D-8 from the 1959 ACP National Bulletin. 

It is proposed that no cost sharing be authorized for land clearing operations 
under practice A—2; to omit rock phosphate from list of eligible materials under 
practice A-4; to limit cost sharing for practices C—9, C-10, C-12, and C—13 to 
land which was devoted to production of cultivated crops or crops normally 
seeded for hay or pasture in area during at least 3 of last 5 years. 

It is proposed to reduce maximum rate of cost sharing for practices B—-3, C—9, 
C-10, C-12, C-13, C-15, S-1, E-2 and E-3 from 50 percent of average cost of 
performance to 35 percent. Similar reduction proposed for eligible materials 
applied under practice A—4 in connection with annual and rotation vegetative 
cover. 


Paut M. Kocer. 


Some States did not indicate a specific position on some or all of the proposals 
in each group, either because the practices were not applicable or not of major 
importance to the State. 

Where it is apparent that a majority Of the States are not in full accord with 
the proposed changes, there are widely differing reasons which appear to moti- 
vate the States in their respective conclusions. 

Several of the States objected to proposed changes not because the proposal! 
would materially affect their program. but apparently because they objected to 
any restrictions being imposed at the national level. For example, very few 
of the North Atlantic States make any appreciable use under the program of 
the practices which are proposed for deletion. Yet all views expressed from 
these States were in opposition to practice deletions. If this view were to pre- 
vail, the program would in effect be removed from the administration of the 
Secretary of Agriculture, and no changes could be made regardless of any 
merits they might have, without the approval of the committees of the several 
States. Thus, effective veto power by the States would prevent the Secretary 
from actions intended to reflect his responsibilities for program administration 


The responses from States are summarized as follows: 
Practices proposed to be omitted : 
Number of States that agree with most of the proposals on which 


they indicated a position_ ote ath SE Ee 5 3a 
Number of States that object. to most of the proposa us on which | they 
STOO: Wh, I sis ch ncicanlsen twee ad adbicenics eas Mheilcsean ns endita its oeiaaik ee 


Practices proposed to be restricted in scope: 
Number of States that agree with most of the ao on which 
they indicated a position___- 22 


Number of States that object to most of the proposals | on which they 
indicated a position- 


99 
—_ << «= et — ee ee ae ee Oe ee ee ee ee oe ee -) 
Practices for which lower cost- sharing 1 rates are proposed : 
Number of States that agree with most of the proposals on which 
they indicated a position dmeces 6 
Number of States that object to most of the proposals « on which they y 
penta: S MONON nn Spies teremecimanniasa 10) 


(The following information was requested on p. 1611: 
Ponicy oF Department Wrru Respect to DrarNacr 
SUPPLEMENTARY STATEMENT BY ASSISTANT SECRETARY PETERSON 


The policy of the Department of Agriculture with respect to drainage is essen- 
tially this: We do not use Federal funds to assist in draining land for the pur- 
pose of developing new farms nor for the primary purpose of bringing new land 
into crop production. We do assist farmers in improving their operating effi- 
ciency by helping them to apply improved farming practices, including drainage 
of existing crop and pasture land wherever this practice will contribute to im- 
provement of efficiency on individual farms. In such cases, we provide both 
technical assistance from the Soil Conservation Service and cost sharing assist- 
ance from the Agricultural Conservation Program Service. 
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This Department is fully aware of the values of wildlife, not only to nonfarm 
people, but to farm families as well. The programs of this Department are 
making a major contribution to the improvement of habitat and increase in 
wildlife in this country. 

Programs of this Department are making this contribution because farmers 
see wildlife resources in their proper perspective as a part of the total farm 
resources. We give due consideration to the fact that wildlife is not only pro- 
duced on farmers’ fields and woods, but wildlife survives and grows from feed 
produced on the fields. We are aware, and farmers are aware, or some forfeiture 
of waterfowl habitat that goes with certain kinds of drainage. Weare certain 
that by and large sound choices will be made by the farm families who mast 
earn their livelihood from the land, and that assistance from this Department, 
which is charged with the responsibility for maintaining an efficient and produc- 
tive agriculture, can be counted on to help farmers make sound choices. 

We recognize that only the people who own and operate the farms and ranches 
of this country are in a position to decide how they will use and treat their 
land. In addition, it is our policy to leave in the hands of farm people the 
major responsibility for decisions on farm programs that affect their welfare. 
This is in line with the position that President Eisenhower has taken consist- 
ently. We believe that the ultimate interest of all will be better served in this 
way than if the programs were determined only by special-interest agencies 
of the Federal Government. We believe this is a sound policy from which we 
would not want to depart. 

Experience has shown that we can continue to improve farm efficiency and 
economic stability of farm families, and at the same time maintain wildlife 
as a valuable recreational resource. Positive measures in soil conservation, 
water management, and forest management are making this contribution. The 
soil-bank program, we believe, will add still further to this. Waterfowl, of 
course, is only one part of the wildlife resource found on farms. Positive 
measures such as stockwater ponds, wildlife plantings, and improved woodlands 
that improve existing habitat and provide additional habitat have been and are 
being installed by farmers with help from this Department, and will go a long 
way in replacing any loss sustained from pothole drainage. 

Specific steps that the Department has taken to implement its position, in 
addition to normal administrative supervision, including 2 program inspections 
by the Washington staff of the Soil Conservation Service in the 3-State area 
(Dakotas and Minnesota), are illustrated by SCS Administrator’s memorandums 
SCS-98 and SCS—101, and the Guidelines for Applying Policies in Drainage and 
Biology in the Pothole Section of Minnesota, North Dakota, and South Dakota, 
issued jointly by the Administrators of SCS and ACPS. 
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